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German railways 
Deutsche Bahn under siege 
over planned streamlining 
Page 3 

WORLD NEWS I 


i, Kiriyenko hails 
| success as 
IMF releases $4.8bn 

Russian prime minister Sergei 
KWyenko yesterday hafied the 
: International Monetary Fund’s deci- 
sion to release $4.8bn of an 
SllJJbn support loan as vindicat- 
ing Moscow's anti-crisis moves. 
The programme has been 
approved and it has started work- 
ing," he said, although the IMF 
trimmed its disbursement because 
of doubts about the programme's 
strength. Page 14 and Lax; Rus- 
sia halts short-term T-biHs, 

Page 2 

Menem to step aside 
Argentina's Carlos Menem aban- 
doned efforts to secure an unprec- 
edented third consecutive presi- 
dential term. He told Peronist party 
colleagues, many of whom had 
been working to overturn the con- 
stitutional ban on a third term, that 
he would not run. Page 4 

Ministers meet over pofiufion 

Ministers from 15 European 
nations meet today Wednesday in 
Portugal to agree a crackdown on 
marine pollution in the north-east “ 
Atlantic. The crackdown could cost 
oil and nuclear companies mil Bo ns. 

Japanese alienated, poff shows 
The Japanese feel most estranged 
from their leaders and Swedes feel 
best represented, says a six-nation 
poll by Japanese advertising 
agency Dentsu. Rivalries beset 
Japan's LDP, Page 6; Factions 
vie, Page 14 

NZ power group Warned 

A New Zealand government report 
blamed management at utility Mer- 
cury Energy and Its predecessor 
for the power failures which Wt the 
capital, Auckland, earlier this year. 
Page 6 

Auslvafian nanny an iminter charge 

Australian nanny Louise Sullivan, 

26, was charged with murdering a 
baby In her care when she worked 
tor a family In north London esriler 
this year. 

Exp lo sions rock Macedonia • 

Three explosions shook Macedonia 
overnight two on a railway line 
and the thW in the centre of the 
capital, Skopje. Peace force to 
expand. Pages 

Fears halt Austrian mine recovery 

Recovery work halted at the site of 
Austria's worse poet war mining 
disaster because of fears of 
another collapse. Eleven died when 
the mine In Lasstng, 125 mBes 
southwest of Vienna, caved in on 
Friday. 

Pro-euro candidates otontoated 

Britain's opposition Conservative 
party screened candidates for the 
European parliament to ensure 
they were sceptical about the sin- 
gle currency. The selectioi under- 
mines dakns that party candidates 
represent a “broad church of views 
on Europe". Page 10 

Belfast muter charge 
Thomas Gifford, a 23-year-old 
salesman, appeared in court In 
Belfast, Northern Ireland, charged 
with murdering three young Roman 
Catholic boys in a- sectarian arson 
attack on their home. Page 9 

Action urged over ethnic Chinese 

An overseas Chinese group In 
Hong Kong called on Indonesia to 
prevent attacks on its ethnic Chi- 
nese citizens and to punish those 
who targeted the community dur- 
ing May's riots, when Chinese 
property was looted and bumed. 

Byzanfine palace rains found 

Turkish archaeologists have 
unearthed what they believe te part 
of a vast fifth century Byzantine 
palace beneath Istanbul's old city. 
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Italy's economy H 

Fears for growth follow j|§j 

admission to euro dub ||g 

Page 12 ■ 


j^shoppins 

Software robots cut 
out the hard work 
Page 20 


Japan's carmakers 

Brutal 18 months may 
spark consolidation 

Page 13 


Ikea plans Russian 
stores as part of 
rapid expansion 

Ikea. the famUy-controlted Swedish 
group that Is tee world's largest 
furniture retailer, is considering 
building up to six stores in Russia 
as part of a rapid expansion In 
eastern Europe. Lex, Page 14; 
Page 15 

Bill Ga te s handed the presidency 
of Microsoft to his long-time sec- 
ond in command, Steven Ballmer, 
but remains remains chairman and 
chief executive of the company he 
founded 23 years ago. Page 15; 
Editorial Comment, Page 13 

Chase Manhattan and Citicorp, the 
largest US international banks, said 
they had Increased earnings 
beyond Wall Street's expectations 
In the second quarter. Page 16 

Johnson & Johnson, the US 
healthcare giant, agreed to buy 
orthopaedic products mater DePuy 
from Roche, the Swiss pharmaceu- 
ticals company, in a S&5b n trans- 
action . Lex, Page 14 

Japan’s lea&ig carmakers 
continued to cut production last 
month in response to collapsing 
sales and exports, as Goldman 
Sachs predicted domestic automo- 
tive demand could decflne 4 per 
cent this financed year. Page 17 

Hews Corporation has taken 
control of the Hong Kong-based 
satellite television link used by Star 
TV, its pan- Aslan broadcaster, 
becoming the firet foreign company 
to boast full ownership. Page 17 

FotyGrara Famed Eittert aa ment, 

the PolyGram film and television 
division that owns films such as 
Fargo, Trainspotting and Bean, has | 
attracted five more prospective 
bidders with Uttfe over a week to 
go for formal offers. Page 16 

Long-Term Credit Bask of Japan 
shares fefl Y2 to a record low of 
Y49 before closing at Y50 on 
shareholder concern about a probe 
Into the bank by the Financial 
Supervisory Agency. Page 6 

An Athens court upheld a 
temporary ban on advertising by 
Easy Jet, tee tow-cost UK airfine, 
but postponed a ruling an com- 
plaints by Greek travel agents that 
I its campaign amowited to “com- 
mercial hooliganism”. Page 3 

1 Hyuxfei Motor and Daewoo Motor, 

I South Korea's two biggest car- 
| makers, halted production as work- 
ers protested over planted Job 
cuts. Pages 

The US music market; traditionary 
the world's largest source of 
record sales, feces a sluggish 
period over the next decade, 
despite a steep increase In sales of 
music over the Interne*. Page 8 

Deutsche ThMcam was forced to 
restore service to the UK-based 
First Telecom when Hamburg dis- 
trict court ruled In the latter's 
favour in a contract dispute. Page 
16 

Bob, the Dutch spirits brand, is to 
be bought by CVC, the European 
venture capita! firm, in a deal that 
unwinds a 1993 merger with Wes- 
sanen. Page 16 

Sprints earnings feN 16 per cent in 
the second quarter as a result of 
heavy costs of building new Inter- 
national, wireless and other busi- 
nesses. Page 18 

&iro Prices 

A comprehttolre s&b&caf gukfe k> the 
twWbuto iakrancy zone, cowifog fo reta n ; 
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Fed chief 
warns rate 
rise may be 
necessary 


By Gerard Baker (a W a s hi ngton 

The Federal Reserve may need to 
raise interest rates to bead off 
the risk oT accelerating inflation 
despite a slowdown in economic 
growth over the last few months, 
Alan Greenspan, the US central 
bank chairman warned yester- 
day. 

Mr Greenspan said a number of 
"cross currents" were affecting 
the US economic outlook, includ- 
ing the continuing impact of the 
Asian financ ial crisis, gut he cau- 
tioned that the risk of a resur- 
gence of wage pressures in excep- 
tionally tight labour markets was 
the principal threat to the seven- 
year US expansion. 

“Should pressures on labour 
resources begin to show through 
more impressively in cost 
increases, policy action may need 
to counter any associated ten- 
dency for prices to accelerate, 
before it undermines this extraor- 
dinary expansion," Mr Greenspan 
told a Senate Banking subcom- 
mittee in his half-yearly Hum- 
phrey-H&wkins testimony oh US 
monetary policy. His remarks 


prompted a drop in stock prices, 
as investors adjusted to a some- 
what more hawkish tone from 
the central bank than they had 
heard in recent months. 

Shortly before 2pm yesterday, 
the Dow Jones Industrial Aver- 
age was down 44 points at 9,252, 
though bond prices were slightly 
higher. 

Mr Greenspan noted the econ- 
omy bad slowed substantially in 
the three months to June, after 
growth at an annual rate of 
around 4 per cent in the previous 
year. A sharp fell in the pace of 
inventory growth was the main 
reason for the deceleration but 
the impact of the Asian crisis on 
trade had been significant Over 
the rest of the year, the Fed 
expected growth to resume but at 
a more moderate pace, as the 
Asian effect continued. However, 
if growth did not slow suffi- 
ciently of Its own accord, the Fed 
would step is and raise rates. 

Mr Greenspan’s remarks con- 
trasted with his last report to 
congress in February when he 
said risks to the economy were 
evenly balanced between faster 



US Fadarai Raaenra c ha ir man Alan Oraanipan, right, in conversation mAh Sonata Bonking Committee chairman 
Atfonea CAmato yesterday. Mr Greenspan raid the US economy faced Inflationary pressure* Reuters 


Inflation and a sharp slowdown. 
This time he seemed to remove 
any possibility that the Fed 
might lower interest rates this 
year, as some economists have 
forecast, in response to a slowing 
economy brought on by the 
Aslan crisis. 

But the Fed chairman acknowl- 
edged US monetary policy was 
constrained to some extent by 
events elsewhere. “In the current 
circumstances, we need to be 
aware that monetary policy-tight- 
ening actions in the US could 


have outslzed effects on very sen- 
sitive financial markets in Asia." 
However, domestic policy consid- 
erations would ultimately deter- 
mine the Fed's interest rate pol- 
icy. 

The Fed expects growth this 
year of 3 per cent to 325 per cent, 
falling to between 2 per cent and 
2.5 per cent next year. Consumer 
prices are expected to rise by 1.7S 
per cent to 2 per cent this year 
and by 2 per cent to 2^ per cent 
in 1999. Unemployment, which 
has fallen to near its lowest level 


in almost 30 years, is forrenst to 
remain around 4.5 per cent to 4.75 
per cent this year and next 
Mr Greenspan again referred 
obliquely to stock prices. Recent 
Indications of weakening profit 
margins could force stock prices, 
he suggested, “to adjust to a less 
optimistic view of earnings pros- 
pects". 

Inflation alert. Page 4 
Etfltorial Comment, Page 13 
Lex, Page 14 
fflobal mission, page 15 
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Mittelstand enters decade of transition 


By Frederick Sffldemann ta Bertb 

Germany's Mittelstand - the 
small and medium-sized busi- 
nesses that make up the back- 
bone of Europe's biggest econ- 
omy - is entering a decade of 
sweeping generational change 
during which Borne 700,000 com- 
panies will acquire new owners. 

According to a study by the 
Institute of the German Economy 
(JW), one of the country's leading 
research bodies, this year and 
next year alone an estimated 
120.000 companies employing 
about 1.6m people will he looking 
for new owners as bosses retire 
or die. The IW classifies 2.9m 


companies as part of the Mittel- 
stand. 

The IW, which has close links 
to the business community, said 
past experience suggested about 
a quarter of the companies would 
not succeed in managing the suc- 
cession and would either be sold 
or closed down. 

The issue of succession in the 
Mittelstand is one of the most 
significant developments con- 
fronting Germany as the genera- 
tion which helped restore the 
country's prosperity after the sec- 
ond world war reaches retire- 
ment age. As well as employing 
more than two-thirds of the coun- 
try's workforce, the Mittelstand is 


responsible for most of the voca- 
tional training In Germany. Tra- 
ditionally rooted in local commu- 
nities, the Mittelstand is also 
seen as one of the anchors of the 
German "social market - model 

The prospect of Mittelstand 
companies passing out of the con- 
trol of founding families is seen 
as both an incentive for a more 
vibrant stock market culture in 
Germany and an opportunity for 
foreign investors, as inheritances 
are cashed in through public 
offerings or private sales. 

The process has already 
started. Last year, for example, 
the family owners of Winkler and 
Dtonebier, which has cornered 


the world market for envelope- 
production equipment, sold 92 
per cent of the company to 
Doughty Hanson, a UK venture 
capital group. Companies such as 
this are taking advantage of an 
estimated DMIObn ($S.5bn) held 
in German buyout funds, much 
of it contributed by European 
and US financial groups. IW 
warns that a smooth handover of 
control in Mittelstand companies 
may be hampered by a lack of 
expertise among those who 
inherit ownership, or by heirs' 
reluctance to take over. High 
taxes and bureaucratic red tape 
were also identified as a disincen- 
tive to younger generations. The 


German chambers of industry 
and commerce (DfHT) said yes- 
terday that revised inheritance 
tax laws were a particular hurdle 
for heirs. The revised laws, intro- 
duced last year and backdated to 
January 1 1996. removed the pref- 
erential treatment of real estate 
assets over cash and financial 
Investments. 

• Confidence in the German eco- 
nomic recovery dipped slightly in 
June, according to a survey of 
the business community carried 
out by the Ifo economic research 
institute. Ifo said its west Ger- 
man business climate index fell 
to 98J points in June from 98.7 in 
May. 


Liffe seeks fresh 
start with new head 


By Edward Luce in London 

The board of the London Inter- 
national Financial Futures and 
Options Exchange yesterday 
voted unanimously to appoint 
Brian Williamson, chairman of 
Gerrard, the money market trad- 
ing house, as its first full-time 
chairman. 

The move, which was swiftly 
followed by the resignation of 
Daniel Hodson, chief executive of 
Liffe since 1999, was presented as 
a fresh start for the exchange, 
which has been troubled by fierce 
competition from Frankfurt in 
the past few months. 

Mr Hodson said be was step- 
ping down to give Mr Williamson 
“a clear run” at sett ing a new 
strategy for Liffe. 

Mr Williamson, who was one of 
the founders of Liffe in 1982 and 
unpaid chairman in the mid- 
1880 b, said he would consult the 
exchange's . leading clients to 
determine a "market-led" strat- 
egy for Liffe, The review, which 
would take “weeks, not months”, 
would be open-ended. 

Nothing, including a tie-up 
with the rival Deutsche Termin- 
I bftrse, the Frankfurt-based deriv- 
I stives exchange, would be ruled 
but, said Mr Williamson. “Liffe 

; wifi deliver What the customers 
want,” he added. 

Sailor board members at Liffe 
expect file review to he sweeping. 
They said it would look at the 
possibility of establishing alli- 


ances with other derivatives 
exchanges and at the earlier 
introduction of the exchange’s 
planned daytime electronic trad- 
ing system, scheduled for mid- 
1999. 

"Wfifiamson wifi take unpopu- 
lar decisions if that is what the 
leading market players want,” 
said one board member. “He will 
turn Liffe from a club into a busi- 
ness," said another. 

Mr Williamson, who will imme- 
diately step down from the chair- 
manship of Gerrard. takes over at 
Liffe when many are questioning 
London’s future as Europe’s 
financial capital. 

Senior officials at Liffe were 
surprised this month when the 
London Stock Exchange 
announced a tie-up with the 
Deutsche Bdrse to create a pan- 
European equities platform. 

Jack Wigglesworth, outgoing 
rhaimum of Liffe, criticised the 
alliance and said it would under- 
mine London's primacy as an 
international financial centre. 
The Deutsche Bdrse owns the 
DTE. Mr Wigglesworth said Lon- i 
don should “speak with one legal 
voice" and recommended the < 
merger of the LSE and Liffe. j 

Mr Williamson, who wfl] find a 
replacement for Mr Hodson in 
the nest few weeks, said he wel- ! 
corned the link-up between the 
LSE and DTB. 

ComMot, Page 19 
GomnudRfes, Page 24 


4 “7 3 0 1 3 S' 


CONTENTS 

World News 2-8 UK News 9,10 
Features 20 Comment & Analysis 12,13 
Companies & Finance 15-19 World Stock Markets 28-34 

~ '"''''"’’Rrcortonte aid Lex tei* page 



1 






2 




AT, 

^ ioog- --: 1 



40* 


CO 



FINANCIAL TIMES WEPN^DAYJULY 22 199$. 

•.’ . • •'• 


; ,*jv 

V.-' » 


■ •: • • 
•.^Jiff-1 .*•’• 


v 1 

v“-4- r 


EUROPE * 




Russia calls halt to short-term T -bills 


By Jeremy Grant and 
Layla Borden to Loodw 
ad John Tbonfafl fa Moscow 

The Russian government 
yesterday said it would soon 
stop issuing short-term 
government treasury bills 
and issue fresh tranches of 
longer-dated bonds as the 
next step in efforts to curb 

crippling interest payments 
in the domestic bond 

market. 

The move comes on the 
Jieels of Monday’s landmark 
deal to swap $6.4hn of T-bills 
for foreign currency bonds, 
baying Moscow time to 


j psHg atA far-reaching fiscal 
reforms. 

Mikhail Kasyanov, deputy 
finance minister, said the 
government no longer 
j ptondpd to issue short-term 
T-bills with redemptions of 
less than one year, to 
prevent the build up of an. 
unstable debt mountain. 

Monday's deal had cut the 
cost of servicing state debts 
by about glbn in 1999. "We 

axe folly satisfied with the 
results we have achieved, 1 * 
Mr Kasyanov said. 

The government would 
instead soon resume 
Issuance of medium-term. 


fixed rate OFZ bonds to 
lengthen the maturity of its 
borrowings. These bonds 
were first issued more than 
a year ago. 

Andrei Kostin, rhairrrp in 
of Vnesheconombank, 
Russia’s bank for foreign 
economic affairs, said his 
bank had not taken part in 
Monday's exchange of GKOs 
for dollar -denominated 
bonds. But the 
state-controlled institution - 

seen as an important player 
in the domestic bond market 
with GKO holdings 
equivalent to $800m - 
planned instead to swap Its 


GKOs far the longer dated . 
bonds. 

This was inspired by the 
concern of “both the central 
bank and the Russian 
government. . . that 
rouble -denominated 
instruments should go on”. 

There should be areas for 
Russian hanks to invest in 
roubles as well as dollars. 
Mr Kostin said. 

“We cannot convert our 
economy to just a dollar 
economy,'' be added. 

Monday's exchange has 
already helped bring interest 
rates ‘in the GKO market 
.down -to more manageable 


levels - to an average of 45 
per cent yesterday, from 
about , no per .cent a 
fortnight ago: - 

It had also allowed -the 

government to cut the stee of 

its redemptions^ an maturing 
GKOs to RbslSbn <$2-9bn) 
from Kbszrtm in August, and 
to Rbszabn from RbsaSbn in 
September, Mr Kasyanov 
said. ■- 

Foreign investors 
accounted for about SO per 
cent of the acceptances in 
■the - voluntary .'debt 
conversion / scheme. " 
However, foreign bankers 
said the g o ve rnm ent -would 


have •_ to- demonstrate 
d gnhlremt on' fiscal 

jefarm if investor confidence 
were to return.;- .. 

: Richard- 'Gray, head of 
wnrarg ht g 1 -at B ank of 

America, sald.v Monday's 
exchange' deal'. . was 
"constructive” but that the 
government "needed, to 
establish a large eno ugh tax 
base by 2000 if Russia were 
to avoid debt service 
problems, 

• Mr Kostin said Russia 

wanted to rescfcedole S4*5hn 
of so-called suppliers’ debt it 
owed to companies which 
bad sold goods to Russia. 


Moscow’s bold young reformers view 
IMF rescue as ‘absolutely predictable’ 

But despite their success at coaxing cash out of international financial institutions they 
stiU have to prove they can collect taxes at home. Chrystia Freeland reports 


Y on might imagine that 
the past few weeks, as 
Russia teetered on the 
brink of financial disaster 
and bargained desperately 
for a western bail-out, would 
be a traumatic time far the 
bold young reformers who 
launched the country’s capi- 
talist experiment six years 
agp. 

The strain should have 
been greatest on Monday, as 
tiie board of directors of the 
International Monetary 
Fund gathered to reach a 

ftnai verdict on Russia's fate. 
But. even as the directors 
were debating In Washing- 
ton, back in Moscow Boris 
Nemtsov, deputy prime min- 
ister flwfl one of the nation's 
loading - reformers, embodied 
btxanquility itself. 

Though Mr Nemtsov is 
normally a heavy smoker, 
there was not an ashtray in 
sight as he confidently pre- 
dicted that the IMF and its 
foreign backers would ride 
to Russia’s rescue. The for- 
mer physicist's certainty 
was based on the same geo- 
political calculus which has 
underwritten much of the 
foreign investment into his 
country's wild debt and 
equity markets: far the west, 
Russia is too big to be 
allowed to faiL 
“For the west it would be 
absolutely undesirable to 
have a financial collapse of 
Russia, a financial and polit- 
ical collapse,” Mr Nemtsov 
explained in an interview. 


“Of course, as they took the 
decision to help Russia, 
western leaders thought 
about the fact that this 
would preserve stability. I 
think they behaved abso- 
lutely predictably. We know 
than and they know us.” 

As it turns out, Mr Nem- 
tsov was right After weeks 
of ha ggling and dithering 
and admo nishmen ts, the 
IMF voted to release $4_8bn 
to Russia, part of a foreign 
rescue package which could 
total $22.6bn over the next 
two years. Backed by an 
emergency government anti- 
crisis programme, the aid 
moans that at least for now, 
Russia's fragile young mar- 
ket economy has weathered 
its worst financial crisis. 

Mr Nemtsov insisted that 
Russia owed its survival to 
President Boris Yeltsin, the 
ageing gladiator who. In 
recent years, has often 
seemed past his prime. 

“Yeltsin is a bear, and he 
has now woken up and is 
very active,” Mr Nemtsov 
says. “The president, thank 
God, supports os, not pas- 
sively, not saying - you go 
do what you want and I'm 
such a tsar FH just sit here. 
No, he works very actively, 
he is absolutely involved in 
die situation, he constantly 
and operatively decides ail 
questions.” 

Indeed, according to Mr 
Nemtsov, Mr Yeltsin person- 
ally brought In a significant 
chunk of the foreign rescue 


package - $1.5bu directly 
contributed by Japan. Mr 
Nemtsov says that money 
stems from a personal prom- 
ise Ryutaro Hashimoto. then 
Japanese prime minister, 
made to- Mr Yeltsin over 
breakfast last November in 
the Siberian city of Krasno- 
yarsk, site of a historic Rus- 
so-Japanese summit 
Mr Nemtsov, who attended 
the breakfast, recalled: “We 
were discussing the [eco- 
nomic] situation and Hashi- 
moto promised to help [if the 
crisis deepened]. He is sim- 
ply keeping his promise. . . 
Specific figures were not dis- 
cussed but since it was a dis- 
cussion between two very 
big leaders obviously they 
were talking not about mfl- 
lions but about billions." 

T he other Russian leader 
whom Mr Nemtsov cred- 
its with, steering Russia 
away from the financial 
abyss is his old comrade-at- 
arms, Anatojy Chubais. Both 
loved and bated far spear- 
heading Russia’s controver- 
sial privati s ation drive, Mr 
Chubais was pulled back 
Into government from the 
private sector last spring to 
serve as Russia’s lead negoti- 
ator with the international 

financial institutions. 

In that role, Mr Nemtsov 
said, Mr Chubais was irre- 
placeable. Mr Nemtsov 
believes that It is Mr Chu- 
bais’s tremendous personal 
credibility, and his dose per- 


sonal relationships, particu- 
larly with the US Treasury, 
which swung the deal for 
Russia. “These [the US Trea- 
sury team] are Chubais’s 
friends,” Mr Nemtsov said. 
“This is one of those rare 
occasions when personal 
relations to a large degree 
determine the taking of large 
political decisions." 

And now that Messrs Yelt- 
sin and Chubais - deploying 
their very different styles of 
diplomacy - have secured 
foreign aid for Russia, Mr 
Nemtsov is almost infec- 
tiously optimistic about the 
country's prospects for 
recovery. By restoring faith 
in the Russian rouble «md 
thus in the country's limp- 
ing debt market, Mr Nem- 
tsov believes that the IMF 
has created the “external 
conditions” necessary for ah 
economic revival. 

The next step, he says, is 
for the government to imple- 
ment aggressively the tough 
spending cuts and tax 
Increases announced in its 
anti-crisis programme. And 
If Moscow has the muscle to 
enforce those measures, then 
Mr Nemtsov thinks the cur- 
rent vicious spiral of a weak- 
ening currency, mounting 
interest rates and a sagging 
budget will be replaced by a 
virtuous circle: “The yields 
on the GKOs [domestic trea- 
sury bills] should now faiL . . 
then the interest rate of the 
central bank will fall, then 
the falling of the central 



Anatoly Chubais (above) 'steered country out of crisis’ 


AP 


bank rate will revive the 
investment process in -the 
real sector. This is our plan. 
The economy will have no 
choice but to grow." . 

Yet Mr Nemtsov admits 
that not everyone ia enam- 
oured of the government's 
emergency programme. 
Among the toughest critics 
are also the most dangerous 
ones — the mighty economic 
bosses who dominate the 
new Russia. 

Mr Nemtsov says that 
these financiers and indus- 
trialists, known in Russian 
short-hand as “the oli- 
garchs,” “are either hostile 
or neutral". Their opposition 
Is based on the most basic 
self-interest “Which of them 
do you think wants to pay 
taxes? They fear the mos- 
quito is coming to bite them 
too” 


Yet unless the goyenunent 
mosquito manages,, to draw 
some blood from Russia's 
corporate giants no amount 
of outside aid will ever be 
enough to bail out the Rus- 
sian w w w wy And t in con- 
trast with zts demonstrated 
expertise at coaxing Cash oat 
of international fin«nri»i . 

Institirdons and foreign gov- 
ernments. conectihg taxes at 
home is one «knr the Rus- 
sian state has yet to demon- 
strate. • ' 

This, year, though, /Mr 
Nenrtsov says it is a talent 
the government is deter- 
mined, to cultivate. If only 
because- it has no alterna- 
tive* “There is a Russian say- 
ing - no one wifi give us 
redemption, neither god, nor 
the tsar, nor heroes. We can' 
achieve our liberation only 
with our own hand." 


EU moves to state of 
the art inflation index 


By Wolfgang Mocha 
hi frankhat 

European Union ministers 
have agreed two resolutions 
aimed at turning the Euro- 
pean-wide inflation index 
into a state-of-the art mea- 
sure by incorporating cross- 
border shopping and ser- 
vices. 

The resolutions fill several 
gaps in the existing harmon- 
ised consumer price index 
(HCH). a vital economic sta- 
tistic far the euro-zona The 
governing council of the 
European Central Bank will 
. use these as a yardstick for 
its monetary policy. 

The first regulation 
extends the (ws Hn g indw to 
include previously omitted 
services: health and educa- 
tion, refuse collection, sew- 
age services, water supplies, 
social services, insurance 
and other financial services. 

It will also include house 
rentals, but will not take 
account of owner-occupied 

housing. 

A European monetary offi- 


cial said the new itans are 
expected to have a neutral 
impact on published HCPI 
figures. Eurostat, the EU sta- 
tistics office, has been pub- 
lishing a preliminary version 
since January 1997. 

Under the second resolu- 
tion, cross-border shopping 
will be covered by the HCPI 
in the country where the 
purchase was made. The two 
new regulations will make 
up IQ per cent of the HCPL 

The European Commission 
claims the HCPI will cover 
almost 100 per cent of house- 
hold spending. . Yves-Thi- 
bault de Silguy, European 
monetary affairs commis- 
sioner, said: “With today’s 
regulations, the EU Inflation 
index will be more compre- 
hensive than most national 
consumer price indices". 

The HCPI shows lower 
inflation rates than national 
statistics. One reason is that, 
unlike the HCPI, national 
data do not always take full 
account of hi-tech Items 
such as computers, whose 
prices decline over time. The 


HCPI is constructed using a 
more up-to-date statistical 
technique. 

This is known as geomet- 
ric averaging, under which 
extreme price movements 
are given a lower weight 
Several EU countries, includ- 
ing the UK, use arithmetic 
averaging, which accords 
the same weight to all 
prices. 

The different national 
standards have impeded 
progress to a harmonised 
European inflation index. 
The treatment of owner-oc- 
cupied housing remains 
unreserved. One renior EU 
official said owner-occupied 
housing should be excluded 
on . grounds of principle 
because the HCPI index is a 
price index, not a cost-of-liv- 
ing index. 

Eurostat publishes the 
HCH every month for each 
of the 15 EU countries Indi- 
vidually, the whole , of the 
EU and the euro-zone. From 
January, Eurostat plans to 
publish a full set of about 50 
harmonised statistics. 


Ukraine not at risk of 
default, says minister 


By Cbaries Hover hi Kiev 


A senior Ukrainian official 
said this week that the coun- 
try was not at risk of 
default, although its hard 
currency reserves are less 
than J2bn and a $450m euro- 
bond is due next month. 

Ihor Mitiukov, finance 
minister, said Ukraine was 
likely to receive approval 
soon for a large loan -from 
the International Monetary 
Fund which would take pres- 
sure off the government's 
f in ances 

Mr Mitiukov said cm Mon- 
day evening that if neces- 
sary, the Ukrainian govern- 
ment was prepared to draw 
down its reserves to pay 
back the eurobond, because 
he was confident that the 
IMF would approve the loan ' 
later this month or in Sep- 
tember. 

A mission from the IMF 
will arrive in Kiev tomor- 
row. to assess the govern- 
ment’s progress in meeting 
the conditions for the f2bn- 
Ztibn, 8-year loan. 


Getting the IMF loan 
would allow Ukraine to raise 
additional finance though 
international private lend- 
ers, and would unlock op to 
4800m in World Bank loans, 
which Mr Mitiukov said 
could be used to service 
debt. 

In exc h ange for the loan, 
the IMF has asked the gov- 
ernment to cut planned 
expenditures in the remain- 
ing half erf the year by 30 per 
cent, or 4.4bn hryvnia 
(J2.ibn), ami find an extra 
L7bn hryvnia in revenues. 

Previously, the Fund had 
asked that the cuts be 
passed through the country's 
parliament in the form of a 
new budget, though that 
would be clearly unworkable, 
within the next week, when 
the IMF must make its tied- . 
sum. 

Mr Mitiukov said, how- 
ever, that according to 
Ukraine’s budget law, parlia- 
mentary approval was not 
necessary. But it was 
unclear whether the IMF 
would agree to this. 


Subsidies on agriculture 
and industry, which account 
for 3bn hryvnia, would be 
slashed by up to a third, 
along with other expendi- 
ture, Mr Mitiukov added. 

Roughly 700m hryvnia 
could be raised by introduc- 
ing excise' duties on various 
goods, and by charging 
value added tax on an 
- accrual , basis rather than a 
cadi one. 

The other- lbn hryvnia 
dundd be raised by getting 
rid of tax ; exemptions, which 
had been given out on an 
“adhoc.bteis," according to 
a western-economist 

The tax exemptions are 
probably., the piost difficult 
part af.tite. agreement with 
the IMF, as numerous vested 
in t e rests are at ttaka. . 

Sources dose to the IMF 
say the Fundrwould prefer 
that Ukraine eHminate .VAT. 
'exemption?. for natural gas, 
electric power, : and coal, 
which wonldnot only raise 
revenue, -but make it easier 
'to cdtect VAT m tifa tetf of 
-the economy. • 
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FRENCH BUDGET FISCAL MEASURES LIKELY TO BALANCE CONCESSION TO BUSINESS 


Wage bill tax set to be phased 


By Robert Graham h puts 


Dominique Strauss-Kahn, 
the French finance minister, 
is expected to make a con- 
cession to business to reduce 
the high cost of employment 
when be unveils' the outline 
of the 1999 budget today. 

But this concession will be 
balanced by a package of fis- 
cal measures that provide an 
overall “Socialist” complex- 
ion to the budget to placate 
the left in Lionel Jospin's 
government. Among these 
are likely to be a ti ghtwriwg 
of wealth tax loop-holes. 

After a year in offc* . this 
is Mr Strauss-Kahn’s first 
real chance to impose his 
stamp on budgetary policy. 
He has indicated he will 
fashion the budget around 
job creation, reshaping local 


taxes and laying the ground- 
work feer encouraging ecolog- 
ically sound poficLes. 

But the need to balance 
the conflicting demands of 
the ruling leftwing coalition 
and those of the heavily 
taxed business community 
has seriously reduced the 
scope for- a major overhaul 


budget deficit target has 
already been agreed, being 
eat to 2,3 per cent af GDP 
from 3 per cent . 

One of the main innova- 
tions wfll centre round the 
highly unpopular taxe profes- 
sionetle. This is a tax 
imposed on companies on 
the basis of their fixed assets 


this tax base penalises 
recruitment and wffl inhfoft 
job creation under the new. 
legislation obliging compa- 
nies to introduce a -35 hour 
week as of 2900. At present 
IS pm* cent Of the wage bfit is . 
incl uded in the tore prqfessi- 
arteUe assessment which pro- 
vides 34 per cent off overall 


One of the main Innovations expected in the budget Wifi 
centre round the highly unpopular Haxe professionelle' 


of ’ France’s complex fiscal 
system. 

The continuing budget def- 
icit and the government's 
commitment to a 1 per cent 
real increase in public 
speodii£ allows no room to 
reduce fiscal pressure; The 


and total wage hill that 
brings in some FFrlSObn 
($30 bn). Though collected 
centrally, the proceeds go to 
local authorities which can 
also vary the overall rate,' 
Companies complain the 
ittriiision of the wage bill in 


receipts for the tex. ' 

Next year tiie finance min: 
Istry is expected to begin a 
phased elimination Of tMn 
part of the basket . 

The loss of income will be 
partly absorbed by higher 
economic growth. Bat it will 


also- have to be made up 
through' ending some corpo- 
rate tax privileges and in 
aome instauoes corporation 

. tax could rise. 

- • Qter tte past two months 
the ' gavernmend has been 
under strong pressure ’from 

1 'its. Communist | to 

squeeze more money from 
the rich. ; v ’ • 

: The Comm trnisis have 
called for a tax eta slakt-tann 
stock market gains: ^ ^but ihfa 
appears to have -bear ruled 
out is recent days - hot 
least because penalising 
bourse investment could 
prejudice farther the posi- 
tion of Paris in the wake of 

• the - recent decision -, by 
Frankfurt and JLondioh to 
establish a common platform 
for trading Europe's major 
stories. 


NEWS DIGEST 


aiBOFE MNI^ ^COURI OF jUCT CE ^ : ^ 

Brussels seeks te avert 
appeal over Air France 

The European Gomrnteslon wffl today - 

European Court of Justice that a 1994 efeebion to afcw^the 
Frenchstate to niject PFr20bn ($&3bn) Wo Air franca, tho 

national akltoet oompBes'wfth EU law. • ■ 

The move wiB aim to avert an appeal against toe courTs 
ruftig Jan month that the aid was fflegaL An sppealcnuW fate 
moihfts arid woufe* not suspend the court's deofrion. • 

The CommiBaton ia expected to explain more fuflywtiy tt ... 
authorised We aid. WWch was paki to three to stetowrrts . 
between 1994- aper 1996, Air France and the Commission' 
argue tilat the ruling w as based ori tha form, “not the auu- 
stanofi", of the dectekm. 1 

Ihst mcintti foe east said it was concerned by Air Rsto* 
puuhasa of-17 new aircraft for FFrtl^bn. One of the cwi®- 
tions for clearing the aid was a cap on the growth rate of the 
coinpwi/® capacity. The court atao said the Commission had 
not taken Into account the company’s competit ive pos iti on o n 
transatlantic flights originating in finance, which effected oan- 
peffijon within theEli. . 

rwd needed to make these two prints watertight, said a 
C ommtesl ofi ^okeewoman. "They have now been 
tightened up." She also said today’s darifteations would * 
ensure that, tf the court were to re-examine the case, 

, “they, wouid not rule against It again”. The Commission was 
confident the court would not force the company to repay the 
eid. 8atner Meander, Brussels 

C REDIT LYONNAIS • ' : ■ 

French bank to axe 1,000 

Crtcat tyonnate, the French bank, yesterdey indicated it ■' 
experiad to cot te domestic staff next yew by about 3 par 
cent, or'about -1,000 people, At the.end of T997.the bank had 
more than 36,000 French employees .- the equivalent of 
32^00 fuR-tfane-stefT once part-time working was taken into 
aooxjrrt -'out <* a total workforce of dose to 51,000: 

. EarWr Wte'montti the bar*: arinounced a further^ trimming of 
Ita international operations as part of moves agreed with the' 
European Convrusskm. In return for Brussels’ approval of 
French government restructuring aid and cash injections the 
state-controlled bank agreed to cut Its international network. , 
-The gwerrimeht recently appbtrited Rothschild as its adviser 
for the privatisation of foe bank, which Is due before October 
nod year> Davfcf Owen, Parte 


rr AL1AN D O AUTION : 

jtonSnuni^ viiaro Prodi 

Orie of ffariyf s fBadfn^Wilbn leaders warned yesterday that the 
|> .codrtbY'.wbufd fe»eflL ik de66uc&W Sep te mber” to which many. 
v oTfoe prbisfelus farihg^Ftornwio ProcTs nritog coatttkxi would 
conie to wfora WftfaTtayg ed rit ro loft government today 
faring a vote of cstofkKtoce in the riwnber of deputies, Ser^ 
gio CtSfwa^ teader of foie CGIL urion, arid the government 
was-setto recehre orriy ternporary support ftom the hareflne - 
Ftecorstmcted Communtets on which ft reKea fora majority. 

. "The government te going to get a temporary canfkteriGe . 
vote1tonit}>ft Cofnmuntete whi^ wfll be Juri enough to get ft 
through the summer,” Mr Coffisratf said In an totervtew with 
tha Mian newspaper- Comers defla Sera. "Everything has just 
been postponed until September,” hie said, adding a package 
of reforms ghnbuncedtiyffr Prod rid not contain measures 
toe unions had been hoping for, - - 
l^i^ghtlifrProriii^bBdced In the.first of the two corfi- 
dence motions when the Senate ropported toe goMemment - 
by T76 vbteefo 119, wfth one abstention. 

: Mr Prodi has mode a tenge of oon wBin ents to fey to win 
longterm support froni the Communists. However, Fausto 
Bertinotti, the Communfst leeefar, has made ft dear he is giv- 
ing the flovemiment a “qualified vote^ ^of confidence" and wffl 
suspend hfa final judgment until the budget debate thia 
autumn. James rate, Rome 
Sluggish growth, Page 12 


BHWAN ECON OMY V / ^ ' ; ’• 

Money supply grows strongly 

German M3 money supply expanded slpniflcantiy on average 
during June, sheering an armuaUsed growth rate of 53 per 
cent from 4.4 per cent to May. the Bundesbank said yester- 
d&y. tt satotoogrpwto was boosted by Nphpubtic.sector - 
borrowing, although fandtoO to foe private sector fafl. 

Monetary capital formation,' which takes funds out-of M3 
and into kmgerterm investments, gatoed pace’ to the month, 
toe bank said. "After the moderate expansion in April and. 
May, M3 money supply grew significantly In June cm a sea- 
sonally adjusted basteand on average to the month.” 

Economists said June's growth was sflghtiy higher than 
expected but, noting that it was stiB within the 3-6 per cent 
growth corridor, did not expectlt to prod the Bundesbank 
Into an Merest rate rise. Reuters, Frankf u rt 


DUTCH DA TA 

Public deficit halved 

JThe Dutch jsubfic deficit was more than halved last yisar to 
stand at only 0.9 per cent of gross domestic product; accord 
tog to data yesterday. The de&cft ratio, the toweet in 20 years 
was revised downwards fro m the previous estimate of 1.4 pe 
cant in 1996 it stood at 2 per cent 
: The official Statistics Netherlands- agency said the revision 
dame as a result of lower than projected social security out- 
lays and an easing to toe interest burden. It comparw.wRh a 
SJ average of 2.4 per cent Dutch government debt rematoec 
out of fine, although docUrung to 71.4 per cent, of GDP com- 
pared wfttl 77 per cent the previous year. Moody's, the crec&l 
rating agency, pointed out to ari otherwise glowing review the 
to absolute terms the debt stock was stitl rising. . ' 

Growth to household spending was toe highest since 1991 
aid investment commitments by business wide the 
strongest since 1986. Real GDP was up 3.6 per cent araraB, 
and has tobi yesv been namtoig at a hlgher pace. 

Gonton Crarab, Amsterdam 


HANOVER-LANGDiHAG04 AIRPORT 


Successful bidders named 


- r— •!?". ” l n i H i o auai g\. the pubfict 

owned German bank, have beaten international competition 
lake over a'Bfrper- cept ;stake In ftenover-Langenhagen rirp 
to nortfiam i GBmfanjr. Tlia cliy of Harewer^nd toe state of 
Lower Sstony would retain toe remaining 7D per cent of- 
sharas, they amounced yesterday, the Investment must stil 
be approved bjf^Jenriany's Federal Cartel Office. The ai» a 
toe investment was not disclosed.- 
FranWurt'aapcto has bfo to- stakes to severd of Getmaiy 1 
state-owned airports whtoh -are being privatised. It wrate to 
bi^.a GerniarMwide airports authority big enough to take o 
targe totemstfooaf rivati ^such as toe British Mrjforte Authorit 
It has begun a huge investment programme to^ expand Freni 
fort airport; todudtog a new high-speed train terminal to 
toipnsve transport links with toe rest of toe country. 

Graham Bowtey, Ftwtkfart . _ . 
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S OUTHE R N BALKANS UN SECURITY C OUNC IL SE NDS E XT RA TR OOPS 

Macedonian peace 
force to expand 


German rail operator takes 
the strain over cuts plan 

Tobias Buck reports on the dilemma facing Deutsche Bahn 


By Laura SOber at the 

United NsDons In New York 

The United Nations is to 
bolster its peacekeeping 
force in Macedonia out of 
fear that worsening violence 
in neighbouring Kosovo 
could trigger a wider conflict 
In the southern. Balkans. 

The 15-member Security 
Council voted unanimously 
yesterday, to add 250 troops 
to the UN Preventive 
Deployment Force -fUnpre- 

dep) in Macedonia and to' 
extend its mandate until the 
end of February. 

It fears violence in Kosovo, 
where ethnic Alb anians are 
fighting for independence 
from Serbia, amid draw in 
Macedonia because of its res- 
tive Albanian minority. 

Diplomats beBeve the 800; 
strong Unpredep, the first 
UN preventive force 
deployed, is important for 
Macedonia despite its small 
size;. 

“With fighting in Kosovo 


the stability of Macedonia is 
ever more crucial," a west- 
ern diplomat said. . 

Ethnic tensions .are run- 
ning high between Macedo- 
nia's Slavs and ethnic Alba- 
nians. . who officially 
. comprise 23 per cent of the 
2m population bat claim to 
account for more Than 30 per 
cent. 

Albanians are represented 
in the country's government 
but complain they are dis- 
criminated against. 

.When- fighting erupted in 
Kosovo in March, Macedonia 
hoped Nato would send a 
force to the former Yugoslav 
republic. It was convinced 
the presence of an alliance- 
led mission would cut the 
risk of violence spreading: 

Before the fighting broke 
out-m Kosovo, Kofi Annan, 
UN secretary-general, had 
recommended the with- 
drawal of the UN force from 
Macedonia. But it was on Mr 
Annan's advice that the 
Security Council yesterday 


voted to boost the force. 

He concluded that Unpre- 
dep is now stretched to its 
limit after stepping np 
patrols along Macedonia’s 
borders with Albania and 
Yugoslavia. 

The force was deployed in 
1992 following concern that 
any of Macedonia's four 
neighbours - Serbia, 
Albania, Bulgaria and 
Greece - could undermine 
the country’s quest for inde- 
pendence and stability. 

• Three explosions shook 
Macedonia last night, Ren- 
tas reports. The blasts, one 
of them in the centre of the 
capital, Skopje, caused only 
minor damage. 

They preceded a visit to 
Macedonia by Javier Solana, 
Nato secretary-general, 
scheduled for today and 
tomorrow. 

The cause of the explo- 
sions is being investigated. 
Macedonian police said there 
was no link to the Kosovo 
Liberation Army. 
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Greek court upholds 
Easy Jet advert ban 


By Kerin Hope in Aflieos 

An Athens court yesterday 
upheld a temporary ban on 
advertising by EasyJet tire 
low-cost UK airline, bat post- 
poned ? ruling on com- 
plaints ! by Greek travel 
agents that its campaign 
amounted to “commercial, 
hooliganism". 

The courtroom was packed 
with young Greeks who had 
been offered free seats on 
EasyJet flights between Lon- 
don and Athens in return for 
demonstrating support for 
Stelios Hadji-Ioannou, the 
airline’s Greek-Cypriot 
founder, r;;.,!v . 

EasyJet’s Athens flight' is 
expected to be popular with 
Greeks studying in the UK, 
although other carriers such 
as Virgin Atlantic offer stu- 


dent discounts and a bigger 

nhnifip of fliphtv 

Amid shouts of “EasyJet 
for everyone", Mr Hadji-loan- 
nOU «n<? hiS Staff hatvfart out 
800 vouchers, for free flights 
before- the hearing opened. 
He, defended, the advertising, 
campaign as “being carried 
out in the spirit of free enter- 
prise which gives the con- 
sumer the right to choose". 

EasyJet ran a full-page 
advertisement -in Greek 
newspapers before its lim- 
don -Athens route was 
launched , on July 10 under 
the headings “Forget your 
travel agent.” It offered 
flights., considerably cheaper 
than its competitors and 
listed telephone numbers for 
direct bookings. 

Greece's union of travel 
agents claimed the slogan 


was Insulting and the adver- 
tispmpnt tnislpatting , as the 
price quoted did not include 
airport tax or mention that 
passengers would have to 
pay for meals »nH drinks. 

. EasyJet is not-the first air- 
line operating in Greece to 
bypass travel agents. Two 
small private Cheek carriers 
operating domestic flights 
already accept direct book- 
ings by telephone; 

The travel agents’ union 
claims its members face 
financial difficulties because 
of a sharp drop this summer 
in ticket sales on Olympic 
Airways, the troubled state 
carrier. Objections by pilot 
and cabin crew unions to a 
restructuring launched in 
April has led to daily delays 
on flights to the Greek 

iglanrig- 


W hen a company 
announces plans to 
cut overcapacity, and 
shed surplus labour it is usu- 
ally greeted with cheers 
from analy sts the finan- 
cial press. With Deutsche 
Bahn, Germany’s railway 
operator in the process of 
being privatised, it is a dif- 
ferent story. 

DB's headquarters in 
Frankfurt last week resem- 
bled a fortress undo' siege as 
politicians, trade unions and 
newspaper editors attacked 
the operator’s leaked plans 
to sack 20.000 workers this 
year, scrap 82 train services 
and cut back on a further 47. 

A proposal to raise ticket 
prices at peak times pro- 
voked further anger. The 
company's defence, claiming 
it was merely adapting sup- 
ply to passenger demand, did 
not soothe the critics. 

Last week’s public rela- 
tions disaster came at a criti- 
cal time for the operator. Six 
weeks ago one of DB's 
high-speed Intercity Express 
trains crashed into a bridge 
near Rcr-hprip in north Ger- 
many, leaving more than 100 
people dead. The crash, the 
worst since the second world 
war, cost the company about 
DM8Sm ($4701). 

Financially the rail opera- 
tor has not been doing well 
either. The group’s pre-tax 
profit fell, sharply last year 


to DM35Sm from DM72 lm in 
1996 on turnover that rose 
only marginally to DM30^bn 
from DM30-2bn. It has. how- 
ever. managed to make a 
profit every year since 1994, 
when the privatisation pro- 
cess began. 

That year saw the creation 
of Deutsche Bahn AG. a lim- 
ited company, out of the for- 
mer state railway. The Ger- 
man state was the sole 
shareholder. All debts were 
transferred to a special body, 
and the government retained 
responsibility for new rail 

tracks. 

The next step is to trans- 
form DB’s individual parts - 
long-distance trains, local 
services, cargo, stations and 
rail trade - into five limited 
companies owned by Deut- 
sche Bahn AG Holding. 
Eventually DB wants to 
trade its shares to the pub- 
lic. although no date has 
been set 

DB Haims jt fr ag improved 
since the privatisation pro- 
cess started four years ago 
and says it has halved in 
just two years the number of 
minutes lost through late 
t rains- Railway stations are 
being refurbished and secu- 
rity has improved. 

Service is getting better 
too. DB has put its staff into 
g ii mrt uniforms and employ- 
ees, most notably ticket col- 
lectors. are behaving less 


like police officers and have 
started treating passengers 
courteously The company 
has even reintroduced por- 
ters,. an achievement in a 
country that regards this 
kind of service as a Form of 
exploitation. 

However, it must still cut 
back on unprofitable train 
connections and reform its 
complicated pricing system. 
As Martin Katz, a spokes- 
man for the railway opera- 
tor, points out, it was these 
two issues that DB was try- 
ing to address last week. 

Some of the criticism 
directed at the company may 
have been unfair. While its 
plan to raise prices at peak 
times was lambasted, a pro- 
posal to lower prices at other 
times went largely unno- 
ticed. The tram connections 
it wants to close or cut back 
are either little used or are 
serviced by other trains. 

“Deutsche Bahn is simply 
not treated like a normal 
company," Mr Katz says, 
pointing out that it is accept- 
able for airlines to adjust 
ticket prices to match 
demand. 

The company is in the 
uncomfortable position of 
being stuck half way 
between the cosy life of a 
state monopoly and the 
highly competitive world of 
transport. Its dilemma is 
that every move it makes to 
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become more like a private 
sector company is met by 
fierce resistance from politi- 
cians and the public. 

Moreover. DB is troubled 
by a number of messy com- 
promises. Employees who 
started work before 1994 
have kept their status as 
civil servants, which means 
they cannot be made redun- 
dant. while later entrants 
are simply employees in a 
commercial company. 

The way the company 
recruits its top people has 
raised some eyebrows too. 
Johannes Ludewig. its pres- 
ent head, was an economics 
ministry official and later 
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became economic adviser to 
Helmut Kohl, Germany's 
chancellor. Many say his 
closeness to Mr Kohl earned 
him his post. 

Whether the high-tech 
trains, polite porters and the 
cool elegance of DB’s new 
building projects will be the 
icing on a rather mouldy 
cake or symbols of a success- 
ful transport business in the 
making will depend largely 
on Mr Ludewig. 

His most important task 
might well be io convince 
people that the company- 
must act like any other prof- 
it-oriented company in a 
competitive environment. 


Polish PM warned on EU committee 


By Christopher Bobmski 
ka Warsaw 

Eurosceptic sentiment will 
grow in Poland If Jerzy 
Buzek. prime minister, sacks 
Ryszard Czarnedd from his 
post as bred of the European 
integration committee, a 
leading rigfatwing politician 
warned yesterday. 

Mr Buzek hinted earlier 
this week that Mr Gzamecki, 
who formerly led the right- 
wing Christian Nationalists, 
would he demoted. The pre- 
mier also implied be would 


take over as head of the 
committee to streamline its 
functioning 

Marian Pilka, bead of the 
Christian Nationalist party, 
said he did not believe Mr 
Czarnedd would be moved. 
“If he is, then we will con- 
sider the situation,” he said, 
stoping short of threatening 
to leave the coalition. 

Latest opinion polls show 
that Polish support for EU 
integration fell to 58 per cent 
last month from 64 per cent 
in February. While the num- 
ber of outright opponents 


has stayed stable at 10 per 
cent, the number of “don’t 
knows" has grown this year 
from 14 per cent to 21 per 
cent 

Mr Pilka said the dismissal 
of Mr Gzamecki would be a 
signal that Poland's tough 
line on defending its inter- 
ests in relations with Brus- 
sels had been abandoned. 

The Christian Nationalists 
are part of Solidarity Elec- 
toral Action (AWS), .the 
senior partner in the centre- 
right governing coalition. By 
moving against Mr Czar- 


nechi the prime minister 
risks losing the party's sup- 
port and his majority in par- 
liament 

Mr Pilka said the presence 
of a rightwing politician at 
the head of the integration 
committee protected 
Poland's EU integration pro- 
cess against criticism from 
the nationalist right “1 don’t 
think Mr Buzek knows wbat 
be is doing," he said. “If 
Czarnecki is sacked then 
that will strengthen the 
eurosceptics grouped around 
Radio Maryja." 


Radio Maryja is a national- 
ist Roman Catholic radio sta- 
tion, with more than 3m lis- 
teners whose votes were 
crucial to the AWS’s victory 
in last year's elections. 

Mr Pilka also called yester- 
day for the prime minister to 
dismiss Krzysztof Ners, a 
deputy finance minister, 
who has just been appointed 
as co-ordinator of the EU aid 
funds that Poland Is expec- 
ted to receive. Mr Pilka 
charges that Mr Ners had 
acted disloyally in his deal- 
ings with Brussels. 
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When business comes 
to Turkey, 

banking comes to iktisat. 
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^gggfni g POLITICS PRESID ENT THROWS RACE W/DE OPEN 

Menem abandons 


THE AMERICAS 



id for third term 


Wim in Banos Aim 

■ r muta 

Sf 3 ***'® President Carlos 
“5** has abandoned his 
Contro ' n eratal efihrt to secure 

^ ^pracadentad third con- 
.aecutfoe presidential term. 
... . Menem yesterday 
a ®bndshed colleagues in the 
ru ^ n S Peronist party, many 
of whom had been working 
hard to overturn the consti- 
tational ban. on a third term, 
by telling them be would not 
run. 

The so-called -re-re-elec- 
tion" campaign has come to 
dominate Argentine politics, 
provoking threats of civil 
disobedience than the oppo- 
sition and bringing the rul- 
ing party to the brink of rup- 
ture. 

The end of the “Menem 
1999" campaign throws the 
race to lead Peramsnx into 
next year’s presidential elec- 
tion wide (gien. 

“This president will cer- 
tainly leave office on Decem- 
ber zo 1999, and aspires to 
pass the presidential sash on 
to another Peronist presi- 
dent who will continue the 
revolution we started.” Mr 
Menem told a group of 
Peronist governors, deputies 
and cabinet ministers. 


Only last Friday an 
extraordinary party congress 
voted unanimously to heck a 
campaign to secure Mr 
Menem’s re-election “by all 
available means". Mr 
Menem, first elected in 1989, 
managed to change the con- 
stitution in 1994 with opposi- 
tion backing to allow bfan to 
secure a second consecutive 
term. 

However, unable to win 
the two-thirds congressional 
majority required to change 
the constitution again, Mr 
Menem's only route to a 
third bid was a ruling from 
the Supreme Court, opening 
the way to a possible consti- 
tutional crisis. 

The opposition Alliance 
charges that the Supreme 
Court has a built-in pro-Me- 
uem majority, and this week 
threatened to impeach any 
judges who eventually voted 
for an “interpretation” of the 
constitution allowing Mr 
Menem to run again. 

There was also opposition 
from within the Peronist 
party itself. Eduardo 
Duhalde, governor of Buenos 
Aires province and the 
self-styled “natural succes- 
sor” to Mr Menem, boycotted 
last Friday’s congress, as did 


delegates from his province. 
The congress only just 
secured a quorum, adding to 
the image of open warfare in 
the party. 

Fears that a damaging 
leadership battle and consti- 
tutional crisis could have 
had an impact on the coun- 
try’s economic development, 
threatening the free-marfcet 
revolution that he has cham- 
pioned since 1989, are also 

likely to have played a part 
in Mr Menem's decision to 
withdraw. 

The move was welcomed 
by Mr Menem’s political 
opponents. “This is good 
news for Argentina," said 
Domingo Cavallo, a former 
economy minis ter who split 
with Mr Menem to form his 
own party. “It shows that 
respect for the constitution 
and the rule of law prevails 
in the region.” 

Mr Duhalde is now expec- 
ted to press hard for the 
presidential nomination. 
Likely rivals Include a 
Menem loyalist, Ramon “Pal- 
ito” Ortega, the social wel- 
fare secretary, and Carlos 
Reutemann. the former gov- 
ernor of Santa Fe province 
and one-time Formula 1 driv- 
ing aca 


Chile capital controls 
come under local fire 


By Richard tapper, 
Latin America EdOor 


Chile's controls over short- 
term capital inflows have 
come under renewed tire 
from local critics - just as 
they were beginning to 
attract more international 
interest as a way of shield- 
ing similar smaller econo- 
mies from volatility on inter- 
national financial markets. 

Chile eased the controls 
last month after heavy spec- 
ulative pressure against the 
peso, but domestic critics 
say the government should 
go further. They argue con- 
trols damage Chile ’s access 
to international capital and 
should be abandoned. 

“It is becoming painful to 
have our capital account 
closed." says Antonio Reca- 
bairen, director with Larrain 
Vial, a Santiago-based stock- 
broker. who argues greater 
capital inflows would allow 
Chile to reduce domestic 
interest rates, averaging 15 
per cent in real terms this 
year. “The policy is useless. 
It has no sense at all,” he 
says. 

Supporters say the con- 
trols have stemmed the 
inflows of speculative funds 
into the country, averting 
the type of financial crisis 
which hit Mexico in 1994. 
and Thailand, Indonesia and 
South Korea last year. 

When Investors moved 
their funds elsewhere, these 
countries were unable to 
finance very large current 
account deficits and were 
forced to reschedule their 
debts and/or seek external 
assistance from the Interna- 
tional Monetary Fund. 

Chile originally introduced 
a range of controls in 1991. 
including a provision for 30 
per cent of all non-equity 
capital entering Chile to be 
deposited without inta-est at 
the central bank for one 
year. This reserve require- 
ment - known locally as the 
cncaje - amo unts to a tax on 
capital flows which is higher 
the shorter the term of the 
loan. 

According to Ricardo 
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Ffrench-Davis, an economist 
at the United Nations Eco- 
nomic Commission for Latin 
America in Santiago, the pol- 
icy allowed Chile to benefit 
from foreign trade and 
investment, but also avoid a 
significant appreciation of 
its currency and discourage 
inflows of speculative capital 
that proved so damaging in 
Mexico. 

Similar policies have been 
introduced by Colombia, 
while Brazil has a range of 
tax provisions designed to 
encourage longer-term flows 
of capital. 

Mr Ffrench-Davis says 
these policies are justified by 
the absence of an interna- 
tional regulatory framework 
designed to “manage bonan- 
zas rather than crises, "which 
are in many ways the inevi- 
table result of badly man- 
aged bonanzas". 

Carlos Massad. central 
bank president, says the 
changes in the encoje - cut 
last month from 30 per cent 
to 10 - were designed to off- 
set recent increases in the 
dollar borrowing costs of 
Chilean companies. He said 
those able to borrow in dol- 
lars - those with an invest- 
ment grade credit rating - 
were now paying a “spread” 
of 2.35 percentage points 
more than the interest rate 
on three-year US Treasury 
notes, compared with only 
0.76 points at the end of 
March 1997. In spite of falls 
in US interest rates over this 
period, investors are 
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demanding a higher pre- 
mium for accepting Chilean 
risks - following a sharp 
depreciation in the peso. 

Since the beginning of the 
financial crisis in Asia in 
October, the peso has weak- 
ened by more than io per 
cent against the US cur- 
rency. reflecting the impact 
of lower copper prices on 
export earnings and an 
increased current account 
deficit (expected to climb to 
more than 6 per cent of gross 
domestic product in 1998). 
The cut in the encoje rate 
will reduce borrowing costs 
by 1 .3-1.4 percentage points, 
according to Mr Massad. 

Yet the measures will do 
nothing to help smaller com- 
panies unable to borrow 
from foreign banks and rely 
on the domestic financial 
market for credit Partly in 
response to inflationary 
pressures - resulting to 
some extent from the weaker 
peso - the central bank has 
tightened monetary policy 
since the begtnning of the 
year. Even multinational 
companies have faced rates 
of up to 25 per cent for 
short-term borrowing. 

Mr Recabarren says high 
domestic rates could be 
attractive to overseas fund 
managers, and argues if 
restrictions were lifted more 
funds would be attracted to 
the country, easing pressure 
on rates. For the moment 
the Chilean central bank 
shows no sign of yielding to 
the pressure. 


Inflation lives, warns Greenspan 


By Gerard Baker In Washington 

Few central bankers have 
perfected the art of construc- 
tive ambiguity as compre- 
hensively as Alan Green- 
span, the chairman of the US 
Federal Reserve. Just when 
watchful investors think he 
has said something genu- 
inely conclusive about the 
direction of monetary policy, 
he reverses himself In the 
very next paragraph. 

Yesterday's performance 
before the Senate banking 
committee maintained the 
approach. 

The Fed chairman 
suggested once again that, 
while the US economy had 
achieved some substantial 
structural gains in the last 
few years, talk of the death 
of inflation was premature. 
And be warned that, while 
the economy had slowed 
since the start of the year, 
price pressures from the 
powerful domestic momen- 
tum were still considerable. 

The message overall was 
somewhat more hawkish on 
inflation than in the chair- 
man's last big statement 
before Congress last month. 
Four times in the space of 30 
minutes. Mr Greenspan said 
more or less directly that the 
US central bank could be 
forced to raise interest rates. 

Though he acknowledged 
the economy was still 
steering uncertainly between 
the Scylla of an acceleration 
in domestic inflationary 
pressures and the Charybdis 
of an Asian-induced slow- 
down. he said the Fed's poli- 
cy-making open market com- 
mittee believed “the 
potential for accelerating 
infla tion is probably greater 
than the risk of protracted, 
excessive weakness in the 
economy". 

Most economists had been 
expecting a more even- 
handed assessment of the 
risks facing the US. After a 
remarkably robust start to 
the year, much has been 
made of the sharp slowdown 
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in growth in the second 
quarter. Some analysts 
believe growth will continue 
to be moderate far the rest of 
the year, and may even tip 
into recession next year. 

But Mr Greenspan was 
sceptical of the notion of & 
dramatic slowdown. He 
pointed out that the deceler- 
ation - from 5.4 per cent 
GDP growth in the first 
quarter to dose to zero in 
the second - was driven by a 
number of 'special factors. 
grinding a sharp slowing in 
inventory growth and the 


General Motors strike. 

The Fed's forecast for the 
fUll year - growth of 3-3.25 
per cent in 199 8 - suggests 
the central bank , expects the 
economy to return to a solid 
rate of growth in the next 
few months. 

The reason; Mr Greenspan 
said, is the continuing “vir- 
tuous cycle" of high-produc- 
tivity, low-inflationary 
growth which- has bolstered 
confidence in securities mar- 
kets, which in turn improves 
consumer and business con- 
fidence and to higher 


Investment and consump- 
tion. 

The factor that most 
threatens to break tills cycle, 
he believes, is not the exter- 
nal shock from Asia * 
though he acknowledged - 
that the problems .there had 
clearly slewed -the pace of 
US expansion — hut j±he- 
increaslrig' strains on US’ 
labour markets.. _ ; ; 

Ftetorning to’a now famiF 
iar theme.. the Fed chairinkn 
warned that the US was still 
running out of available, 
workers. . . ■ * ' • 


1 * -ft is the balance oi supply V 
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■product markets . 

United States that will ** 
fhepW '^ect on jnfla- 

Labour supply - 

entrants, such as 
: workers, ex-welfare r*c*P» 

-ents and immigrants " 
been increasing 1 

per cent per year recency- 
employment - demand 

fbr labour ~ a rfcflug by z 
per cent per year. The gap 

has been fifled by records 

r tidpatlan rates - the propor- 
tion of the population that 
works - and ‘.by a sharp 
decline Ih unemployment, to 
last month’s 4.5 per cent. 

Both factors are likely to 
pnsh lip wage costs over 

■time. - 0 

For that to be avoided, one g 
-or more of the following 
would have to happen: 

• The . supply of labour 

could increase - through, for 
example more immigration. 

But that seems unlikely. 

-• The demand for labour 
consistent with a particular 
rale of output could decline 
if productivity growth 
increased further. But while 
the Fed chairman again 
sounded some upbeat notes 
on recent productivity 
improvements, he said: “It 
would not be prudent to 
assume that even strongly 
.rising productivity, by itself, 
ca n ensure a non-inflation- 
ary future." 

• Growth could slow over- J. 
all, reducing demand for 
workers and restoring equi- 
librium to labour markets. 

■■ ■Mr Greenspan said this 
last was the “most proba- 
ble". The damping effects of 
Asia could do the job. So 
could a slowdown in invest- 
ment as profits growth dete- 
riorates.. V 

- But the' alternative was 
. policy; “Failing that , firming 
actions on the part of toe 
Federal Reserve may be nec- 
essary to ensure a track of 
expansion that is capable of 
being sustained." 


Canadian labour productivity surges 


By Edward Akfen In Toronto 


Canada's labour productivity 
last year recorded its stron- 
gest annual improvement 
since 1984. surging 2.9 per 
cent thaxiirc to the expand- 
ing economy and an increase 
business investment. Statis- 
tics Canada said yesterday. 

The 1997 "performance 
reverses two years in which 
productivity showed no real 
gains, despite a recovering 
economy, a development 
that bad raised fears of a 
growing productivity gap 
between Canada and the US. 
its main competitor and 
export market 

Manufacturing productiv- 
ity rose 2.7 per cent in 1997. 
double the 1996 rate and the 
best this decade. 

Most of the gains were 
attributable to Canada’s 


strong 3£ per cent growth in 
GDP last year, as the econ- 
omy finally emerged from 
the deep recession of the 
early 1990s. • 

Jean -Pierre Maynard, a 
Statistics Canada economist, 
said higher levels of busi- 
ness investment in machin- 
ery. and . equipment in. tog 
early 1990s finally 'restilted 
in the expected efficiency 
gains as- -the companies 
sharply increased their out- 
put last year. - 

Restructuring .and 
increased investment in 
automation is finally paying 
off for Canadian businesses, 
said Jayson Myers, chief 
economist with the'Alliance 
of Manufacturers and 
Exporters. 

Growing competitive pres- 
sures have prevented compa- 
nies from passing on costs to 


their customers, forcing 
them to control costs and 
improve efficiency, he said. 

The 1997 showing means 
labour productivity has risen 
by an average 12 per cent 
annually .over the decade, 
s imilar to the 1.1 per cent 
increase from 1982 to 199L 
Manufactoring productivity 
'has 'risen -23 per'ceni from 
1991 to 1997. . ... 

■ Labour productivity, mea- 
suring output per worker, is 
considered the crucial mea- 
surement of ah economy's 
ability to improve living 
standards for its citizens, 
though economists are scep- 
tical about whether the data 
accurately portray non-man- 
ufacturing industries. 

Canada's 1997 improve- 
ment bettered the 1.8 per 
cent gain in the US last year. 
Averaged out over the 


decade: Canadian productiv- 
ity is now just behind toe US 
annual, gain -of L3 per ’cenL 

Canada. has! been making r 
an aggressive international, 
pitch as : a lower-cost place 
for business' than the ,UR. 
and thsjigures should help. : 
Lower wage increas es^ m 

unit labour cpsfe plraiging; in 
comparison to the US. 

Those costs, which mea- 
sure the ratio of hourly com- 
pensation to labour produc- 
tivity. grew juk per cent 
in 1997 compared to 2 per' 
cent in the US; the fifth con- 
secutive year - Canada's 
labour costw-grew - more 
slowly than the- US. With the 
declining dollar factored in. 
Canadian unit labour costs 
have fallen an average 2 JS 
per cent a year since 199L 


- •. The Canadian govern- 
ment is stepping up its 
efforts to Identify, prosecute 
and deport war criminals to 
iry' to erase Canada’s 
tarnished reputation as a 
haven for those who have 
committed crimes against 
humanity. • . ■ 

Ottawa announced yester- 

^ wottldisftend C$4Tm 

(US$32m} over the next three 

- years to initiate^ new cases 
against suspected Nazi war 
criminals. The -money will 
also be used , to investigate 
modem war cranes cases. 

"Let it be clear to war 
criminals and . all those 
involved in . crimes against 
humanity who ^have fled to 
Canada that "we are deter- 
mined to remove them from 
Canadian soil," said 
Ludenne Robillard, immi- 
gretion minister. 


FTC chief warns over internet privacy 


By Maffc-Suzmaa b Washington 


US federal regulators 
warned yesterday that they 
would push for legislation to 
protect consumer privacy on 
the internet next year unless 
companies could improve 
the self-regulation system 
currently in place. 

Testifying before the 
House commerce committee, 
Robert Pitotbky, chairman of 
the Federal Trade Commis- 
sion, said that while the 
administration continued to 
favour industry self-regula- 
tion in principle, in practice 
few companies properly 
addressed consumer con- 
cerns on their web sites. 


Citing a report prepared 
by the FTC last mouth for 
Congress, Mr Pitofsky said, 
most web sites requesting 
personal information still 
failed to post any privacy 
policy or provide protection 
for children. 

“Unless industry can dem- 
onstrate that it has devel- 
oped and implemented ' 
broad -based and effective 
self-regulatory programmes 
by the end of this year, addi- 
tional governmental author- 
ity in this area would be 
appropriate and necessary,” 
he warned. 

Mr Pitofsky’s comments 
follow growing concern in 
tiie White House that compa- 


nies are failing- adequately to 
police the internet. Earlier 
this year, Vice-President A1 
Gore announced an “elec- 
tronic bill of rights” aimed 
primarily at protecting 
patients' medical informa- 
tion, and called on toe indus- 
try to take further steps to 
improve its self-regulatory 
guidelines. 

However. Mr PitoEsky said 
that while the administra- 
tion had not “given up” on 
self-regulation, the system 
was clearly failing. He 
warned that consumer fears 
about privacy and security 
of personal information were 
also restricting growth in 
electronic commerce. 


“Until meaningful and. 
effective consumer privacy 
protections are implemented 
in the online marketplace, 
consumers may remain wary 
of engaging hi electronic 
commerce th is new mar- 
ket will fail to reach its full 
potential,” Mr Pitofsky. 
said. - 

To help allay such fears, 
Mr Pitofsky said that toe 
commission. would propose a 
legislative model that would 
require commercial web 
sites to give notice to con- 
sumers of information col- 
lected, offer choices on how 
that information is used, 
provide “reasonable access” 
to the data alter it has been 


collected, and protect its 
security and- integrity. 

. But in an effort to bead off 
any legislation, the Online 
Privacy Affiance, a group of 
prominent companies and 
trade associations working 
on the internet, including 
Microsoft, Netscape and 
America Online, yesterday 
announced an alternative 
programme of electronic 
“privacy .seals". 

The alliance said these 
seals would be posted on all 
complying web sites and act 
as an assurance to consum- 
ers that the company 
adhered to a previously 
agreed set of principles on 
data use. 
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Car dealers start to feel the squeeze 
as General Motors strikes continue 

GM insists there are ‘lots of cars’ to be bought but would-be buyers believe otherwise, writes Nikki Tait 


As the two debilitating 
strikes at General Motors* 
parts plants in Michigan 
head for their eighth week, 
attention is shifting from the 
car and truck maker's 
largely shuttered North 
American production facili- 
ties to its dealers' lots. 

Here, the situation is more 
complex than on the produc- 
tion side, but haStHy more 
encouraging. Many dealers 
say that when the strikes 
started in early June, they 
were well stocked, partly in 
preparation for CM'S regular 
summer production shut- 
down. But with a lack of 
deliveries since then, this 
buffer is steadily eroding, 
and toe prospect of empty 
showrooms may be only 
weeks away. 

Thomas Pontiac, a South 


Holland dealership in Chica- 
go’s southern suburbs, says 
It is down to one Grand Prix, 
one Grand Am and a couple 
of Pontiac Bonne villes. plus 
a handful of 1997 models. 
That is approximately a 
third of its normal inven- 
tory. 

The dealership, which han- 
dles vehicles made by a 
number of other manufactur- 
ers besides GM. says the 
lack of fresh GM supplies 
has even affected its stocks 
of non-GM cars - notably 
Hyundai models and Nissan 
Maxi mas. “People are 
switching to what they can 
get,” says one salesman. 

A few miles west. Bridge- 
view’s Rizza Chevrolet, 
which carries the carmaker's 
popular sports utility 
vehicles and trucks, says it 


has received no new vehicles 
for a month, and admits 
stocks have fallen. But it 

also maintains that the rela- 
tively high Inventory of GM 
vehicles it was carrying 
when the strikes started still 
provides a valuable shield: 
“We were well stocked up," 
it says, “so it’s not a situa- 
tion where we’re out of any 
models.” 

Like the Pontiac dealer- 
ship. it too, has noticed a 
change in customer buying 
patterns; “We’re not selling 
that many new cars - we’re 
selling more used care" says 
one manager. 

Why this might be is 
unclear, but he suspects that 
some potential buyers are 
not even nfaklng the trip to 
the showrooms at present. 
“People know about the 


strike - they may be post- 
poning purchases.” 

That is precisely what 
worries GM. The carmaker - 
whose North American mar- 
ket share going into the 
strike was about 31.5 per 
cent - says there are still 
600.000 cars and trucks on 
dealers’ lots across the coun- 
try. and the public percep- 
tion that dealers have run 
out of GM vehicles Is mis- 
placed, It acknowledges that 
there are “pockets" where 
shortages may be occurring, 
but says these are mainly in 
urban centres, or areas 
where there are large num- 
bers of GM employees. 

GM’s answer is a new tele- 
vision advertising campaign, 
which will probably be 
launched at the aid of this 
week and run for a fortnight 


Its key message will be that 
there are still “lots of cars" 
to be bought 

That initiative is welcome, 
according to the Florida- 
based Republic Industries, 
which has built itself into 
one of the nation's largest 
car dealership groups 
through a quickfire acquisi- 
tion programme. 

But the company, which 
owns about 65 GM dealer- 
ships alone, still warns that 
anyone who has set their 
heart on one of GM’s “hot" 
models - such as the Chev- 
rolet Tahoe sports utility 
vehicle - will probably be 
disappointed; “We’ve got 
plenty of cars, bat if you’re 
in the market for the hot 
products, you'll have diffi- 
culty anywhere.” 

And like most dealership 



owners, big or small. Repub- farther lag before production Marshall Cogan. chief 
lie warns that time is run- restarted and cars were executive of the United Auto 
ning out for GM - particu- delivered. ffroup, another of the quoted 

larly since any settlement “if the strikes were to cod- dealership companies, is 
eventually reached between tinue beyond tins month, we even more blunt. “If ’ toe 
the anion and management would not be in such an strikes last into August 
would still need worker rati- enviable position,” it con- well be out of cars In $ep! 
fication. and then involve a fosses. tember,” he says. r 
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WE HAVE WORKED OUR WAY UP FROM THE MAIL ROOM 




Unlike most other mail rooms, ours was a stepping-stone for a vision. A vision that seen from the 
perspective of mail rooms throughout the world, would mark a new beginning enabling global 
communication to travel with grater ease, speed, and control and less expense than has ever been 
possible. This vision was translated into reality just over two years ago when PTT Post (Dutch Mail) 
acquired TNT and was transformed into TNT Post Group. This was a landmark event which 
created TNT Pbst Group, the first organisation in the world to bring together Mail Express and 
Logistics services on this scale Cinder one global roof. TNT Post ‘Group now operates in more than 


200 countries with 100,000 employees. In 1997 our group impressed global economists when it recorded 
sates of NLG 15.3 billion (approximately USD 7.6). A performance that in no small part paved the way 
to Wall Street and beyond TNT Fbst Group is listed on the dock exchanges of New York. London. 
Amsterdam and FrankfurLTNT Past Group envisages a future where our totally integrated network of 
Mail. Express and Lpgplts will lead to a global system where special delivery becomes the rule rather 
than the exception and V.I.R treatment is standard 

procedure for all our customers and shareholders. tut post ar.ou? 

THE WORLD BEHIND TNT AND PTT POST. 


IV t p c 

TNT POST ar.ou? 


r- av ~~* 


Morgan Slants & Co Limited, which r, regulated b,-The Securities and Futures Authority Limned, has approved this advertisement solely for the pgipose of section 57 of tire Financial Serves: Act IVn 
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ASIA-PACIFIC 


Pakistan set 


to receive 
Kuwaiti aid 


By Fartwn Bokbari in btamabad 


Pakistan expects to receive 
$250m In balance of pay- 
ments support from Kuwait 
in just over a week to help 
shore up its depleted liquid 
reserves, staving off the 
country's impending debt 
crisis. 

Pakistan's foreign 
reserves, which fell to below 
8600m this week, are suffi- 
cient to meet less than three 
weeks of import payments. 

The announcement was 
the first time the govern- 
ment of Nawaz Sharif, prime 
minister, has identified a 
specific country for its help. 
Sartai Aziz, finance minister, 
said the money was being 
lent for 3 two-year period at 
4 per cent annual interest. 

In the past month, Mr 
Sharif has travelled to Saudi 
Arabia, United Arab Emir- 
ates, Kuwait and Qatar in 
search of help. The govern- 
ment had said it would get 
help from “non- traditional** 
sources but refused to reveal 
either the amounts or the 


source. 

Officials confirmed the 
Jeddah based -Islamic Devel- 
opment Bank (IDB) had 
agreed to raise its annual 
loan of $150m to $400m to 
help Pakistan finance its 
imports. Mr Aziz said the 
IDB had called a meeting of 
Islamic financial institutions 
in Jeddah neat Monday to 
consider ways of helping. 


Mr Aziz also announced 
the introduction of a dual 
exchange rate for exporters 
and importers. Under a new 
regime, exporters would only 
be required to surrender half 
of their earnings to banks at 
the official conversion rate 
while converting the remain- 
ing portion at the open mar- 
ket. Similarly, importers 
would be required to finance 
half of their imports through 
currency purchased on the 
open market 

Officials said the new 
regime would narrow the 
gap between the official rate 
and the market rate of the 
rupee, which has widened to 
about 18 per cent in the past 
month from a usual gap of 
between 6 to 9 per cent “We 
hope that in the open mar- 
ket the rupee will 
strengthen," said Mr Aziz. 

In a related move, the gov- 
ernment announced a plan 
to convert about $iOb depos- 
ited in on-shore foreign cur- 
rency accounts to foreign 
currency bands maturing in 
five, seven and 10 years. It 
also has tightened exchange 
controls with decisions such 
as restricting Pakistanis 
from sending more than the 
equivalent of 510,000 out of 
tbe country without permis- 
sion from the central bank. 
Mr Aziz said bond investors 
would get the existing 
immunities given to deposi- 
tors in foreign currency 
accounts. 


Rivalries beset Japan’s LDP 



By Kbozem Merchant and 
Mtitiyo Hakamoto in Tokyo 


Political heavy-weights and 
cabinet members of the rul- 
ing Liberal Democratic party 
defied convention yesterday 
by publicly declaring their 
support for rival candidates 
in the battle over who would 
become the next prime min- 
ister. 

As tbe deadline closed yes- 
terday to enter the race, 
Hikaru Matsunaga, finance 
minister, threw his weight 
behind Seirbfcn Kajiyama, a 
critic of Ryutaro Hashimoto, 
who quit last week as prime 
minister after a disastrous 
showing in upper house elec- 
tions. 

Ketzo Obuchi, foreign min- 
ister, won the support of 
Kiichi Miyazawa, a former 
prime TTirntator anH influen- 
tial backroom player within 
tire LDP. Mr Miyazawa com- 
mands strong support within 
the LDP. 

On Friday, LDP members 
of parliament vote for a new 
party president who will 
become prime minister 
because of the party's domi- 


nance in the lower house. 

The qpen division within 
tbe LDP. which had hoped 
for a consensus candidate to 
avoid a hostile contest, coin- 
cided with, the publication of 
a Bank of Japan report, 
which said economic condi- 
tions were worsening. “Final 
demand remains weak and 
production has declined sig- 
nificantly, while employ- 
ment and income conditions 
continue to worsen," it said 
in its June monthly report 

The gloomy BoJ data was 
compounded by disappoint- 
ing figures from Japan’s big 
carmakers. The big five car 
manufacturers, including 
Toyota, the largest Japanese 
producer, all reported slug- 
gish domestic output and 
sales in June compared with 
the same period last year. 

The gloomy data adds to 
the pressure that will greet 
Japan's sew prime minister. 
The economy has been a key 
issue in the race, splitting 
traditional party loyalties as 
younger LDP members of 
parliament look for a leader 
able to Implement the bold 
action demanded by the mstr- 



Only Kzqiyaim was specific on 
tha timing of tax cuts Reuters 


kets. “It is unprecedented for 
the markets to have an 
impact bn such decisions 
concerning the party leader- 
ship," said Taro Kano, an 
LDP parliamentarian who 
yesterday revealed that LDP 
leaders were increasing 
behind the scenes pressure 
on younger members to toe 
the fhctiob line. 


The two TTVn + w 
arid. -their rival, -'Jurilchi 
Koizumi, health minister, 
formally reaffirmed their 
.candidacy yesterday. Each 
. pledged cute ta peraonal and 
' corpo ra t e taxes, and policies 
to reflate tte economy and 
_said they would , issue .deficit 

firiamrirtg l wrwfa 'tb pay for 

tax cuts. 

■ But only Mr Kajlyama, 
who was speaking it a joint 
press conference with, his 
1 rivals, was specific, on the 
timing of tax cots to interna- 
tional levels, 'which he 
pledged to Implement in the 
■ next session -of parHament. 
Tha others were vague, say- 
tog taxes would''. be 'cot as 
soon, as possible 
. Earlier, .Mr ; Matsunaga 
delivered awnttiw * 

- of file government, oi which 
he is a senior member, by 
stating all rsfotiw* mem- 
bers shared “responsibility 
by association" for the 
nation’s woes. Ee' said; a key 
factor In his decision, to sup-, 
port Mr Kajiyama was a let- 
tea- from a 90-yuar-oId con- 
stituent who said,, the 
economy was toaprfoxity. 


Bank watchdog faces first test 


By Gwen Robhson in Tokyo 



Shamshad Ahmad, Pakistani foreign secretary, greets Strobe 
Talbott, US deputy secretary of state, for taHcs yesterday aimed at 
easing tensions following the Indian and Pakistani nuclear tests 


The head of Japan's new 
financial watchdog body yes- 
terday attempted to calm 
market fears about the 
health of the Long-Term 
Credit Bank of Japan, one of 
the country’s 19 largest 
banks. The bank's share 
price fell Y2 yesterday to a 
record low of Y49 (35 cents) 
before closing at Y50, on 
shareholder concern about 
an official probe into the 
hank by the Financial Super- 
visory Agency. 

The FSA was established 
last month to investigate 
and regulate Japan's bank- 
ing sector. The agency began 
its planned audits of the top 
19 hanks with a one-month 
inspection of LTCB. The 
bank, which reported non- 
periOnning loans of YL380bn 
and a pretax loss of Y320bn 
in the financial year to 
March, is currently in 
merger talks with Sumitomo 
Trust & Banking. 

Both banks have said 
details of the merger would 


be decided after the FSA 
concluded its investigation 
next month. But Sumitomo 
Trust last month stated it 
would not proceed with the 
merger unless LTCB dis- 
posed of its problem loans If 
the FSA probe uncovered 
significantly more bad loans 
at LTCB, it could throw tbe 
merger into doubt, analysts 
said. Another issue is the 
future of LTCB's alliance 
with Swiss Bank Corpora- 
tion. which recently merged 
with Union Bank of Switzer- 
land to form UBS. Tbe alli- 
ance with LTCB covers three 
joint ventures and a 1 per 
cent cross-shareholding. 

Yesterday, just one week 
into the probe, Masaharu 
Hino. the agency’s head, 
warned that a lore of confi- 
dence in LTCB could ignite 
fears of systematic risk in 
Japan’s banking sector. 

He acknowledged, how- 
ever, that bis agency would 
be forced to “take appropri- 
ate action" if its investiga- 
tion found the bank to be 
insolvent. The FSA has been 


given powers to penalise or 
even dose banks which do 
not meet wtnfmmw capital 
adequacy standards. It 
would also oversee the gov- 
ernment’s “bridge bank” 
scheme to take over felled 
banks If parliament next 
month approves legislation 
to Implement the scheme. 

The agency’s criteria for 
closing down a hank, how- 
ever, remain unclear and 
analysts said the. LTCB 
probe would be the first big 
test of how the FSA would 
handle its mandate to feiAio 
the banking system’s bad 
loan problems. The agency 
said last Friday that II per 
cent, or about YKMXXJbu, cf 
loans at all Japanese deposit- 
taking institutions fell into 
the problem Category- 

Analysts have criticised 
the agency’s approach to 
inspection, which is focusing 
on the banks’ loan portfolios 
and will leave a wide range 
Of assets nnswininwl. Mr 
Hino recently admitted the 
agency lacked resources ami 
required at least twice as 


many Inspectors, as- ft cur- 
rently has to conduct thor- 
ough Inspections "of the 

ha Tike 

The FSA. win launch the 
.next phase- of inv estigations 
on Friday, whan ft 'begins 
inspecting another' eight 
banks including Fuji Bank 
and. Dal-kM Kangyo'- Hanfe 
In mid-August, it wfll begin 
inspections of another five 
banks including Sakura 
Bank and .-Bank : of Tokyo- " 
Mi t subishi, and Rip remain- 
ing five from late -August 

Mr TThw said Hm* agency 
intended to conclude its 
investigations and draw up a. 
programme by the end of 
September. The agency will , 
not disclose the results of its 
audits, but has said it. will, 
use the information to foflp 
imprmrp ftu> ffmmHnl health 

and loan-loss reserves of 
banks and pofefidy to stan- 
dardise their methods of 
categorising problem Joans.’ 
Analysts, however, said the 
probes could lead to the clo- 
sure or restructuring of 
some banks. 


• NEWS DIGEST. . 


NZ ELECTWCrri WQfHOf " 


Power company blamed 
tor Auckland black-outs 


. :J 

■A'') 


Atisrortng New Zealand mWstorW put ofl 

thahteme on local power, company Mercury Gnwgy for a 

Auckland, toe coupes biggest . 

record dMG-yaar-oW cables which Hhd reperiedly during 
the crisis and forced hundreds of businesses raalderrts to 

move out of the city. It said the 

assess foe dami®e to'the cables antfshouldhaye dealt with 

the problems **yeare ago'-' „ ', a 

It said Mercury's tack of risk management and contingency 
oteintei h Its operational and asset management practices 
had contributed to Its faflure to prevent the ertste. The inquiry 
recommendedfeo appointment of ah Independent expert 

team to review Mercury Energy's operators. = - ^ 

Max BradfoW.mWstar of energy^saU : 

flytag bBod": and^afwn its eye off the baT. The company® - - 
chief, executive, Patrick Strange, sfikfc "The report s-a bitter 
pSrto 3waflow, but well taka ft." The company's customers, 
whoteve«dup«ifofl«^fo^ MQK W dte 6 i!1 9 th9 
black-oats cost them at least NZSSGm (US$26m). say they are 
delighted wBh/fhft report. Tarry Hal, Wellington 


VIETNAMESE DEBT 


Russia to seek deal 


Russia expects to resume attempts to agree a deal on 
rescheduling Vhrtnamese debt m the autumn. 

Andref Kostin, "chatman of Vneehetanombsnk, Russia s 

■bank for foreign economic relations, said on Monday that 

Vietnam was “aqjulng that the level of payment to service the 
debt is too high". Mr Kostin, whose bank will play a leading 
role in the negotiations, said he was considering a variety of 
repayment methods, inchiding securitisation of some of the 

debt 

Tha two aides disagree over an. appropriate dollar exchange 
rate for tft*Ttt»1CL5bn (St-Styi) transferable debt. Incurred 
mostly when Vfetnara was a Soviet sateHtte state. Russia says 

fc represents $10bn but Hand says It te less than a fifth of 
that, Layla Boulton, London--;-. 


INDONESIAN AIRLINES 


Domestic fares set to rise 



lndonea*B’& aktin^ev^jrtfkW)^ troubJ a Privately-owned 

•’ rest, including 


the tWo stafe-dwna^ Garuda Indonesia and Merpati 

Nuaatjtam AffJtaes - are facing fosses. AP, Jakarta 


WHERE DOES YOUR 
BANK RANK IN THE 
TOP 1 000? 


THE TOP 


1000 


W 0 R 1 D 

BANKS 

To be published in the July 
1998 issue of The Banik 


Tk Bahko's July issue, which features 
The Top 1000 World Bads listing is soon to 
obfcbed. Now in it's 29th edition it is 
ut: nofljr regarded as the industry's definitive 
benchmark. 


The Top 1000 ratings are the ody ones 
based on The Basle Definition of Tier (foe Cora 
Capital, revealing the tree standing of every 
major bank worldwide from capital strength, to 
profitability, to return on assets. 


> Scrupulously researched 

> Rigorously analysed 
i TbtoJfy Bidopendent. 


Quite simply - The Banker's 

Top 1000 Warid Bonks Bring gives ike 

complete picture on global 

banking. 
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COPY TODAY 

SPECIAL SUBSCRIPTION OFFER: 
WORTH £26.95 


SUBSCRIBE TOTS Banks TODAY 
AND RECEIVE A CMPUMENURY 
COPY OF THE TOP 1000 WORLD 
BANKS (RRP £11.95) PLUS YOUR 
FIRST TWO ISSUES FREE. 
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Day. of reckoning nears for 


Malay captains of 



Mahathir will find it hard ta save companies 
that he nurtured, writes. Sheila McNulty . 


N ow that prominenteom- 
panies .ha.ve began to 
join the band of email 
ones seeking court protec- 
tion from creditors as tbe 
economic crisis seizes corpo- 
rate Malaysia, the day of 
reckoning for the Malay cap- 
tains of business cannot be 
far off. . . 

During nine years of rapid 
growth, the government 
encouraged these men to 
assume heavy - debts to build 
the nation through- Malaysia 
Inc, a policy of cosy symbio- 
sis between business and 
government 

They were accorded prefer-' 
ential treatment to under- 
take unprofitable “national 
service" projects, such as 
building stadiums for the 
Commonwealth Games. 

Their hefty profits during 
the boom years were held as 
proof of the success of both 
Malaysia Inc arid the affir- 
mative action policy, to put 
the historically poorer Malay 
majority an a financial par 
with ethnic Chinese. But 
nobody prepared these busi- 
nessmen for a recession. 

Mahathir Mohamad, the 
Malaysian prime minister, 
must now rescue their com- 
panies Or watch tHam, and 
the policies he nurtured dur- 
ing 17 years in office, disap- 
pear. 

“He owes them,” says 
Song Seng Wun, regional 
economist at GK Goh 
Research. “These are the 
companies that have been 
pushed in>n leading Malay- 
sia’s industrialisation, to pot 1 
Malaysia an the map." But 
setting out to save them will 
malm raising money to do so 
all tbe more difficult 
Malaysia hopes to help by. 
reviving the economy with 
MS12bn (J2J9bn) in Infra- 
structure and social develop- 
ment spending; MJ25bn in 
purchases of non-perfanxiixig . 
loans and assets from finan- 
cial institutions; and putting 
M$16bn toward recapitalis- 
ing banks. Dr Mahathir 
hopes to obtain much of that 
through bonds Issued to for- 
eigners. 

But foreiga investaxs are 
dubious of goveriunent-engl- 
neered attempts to revive 
the broken businesses of the 
well-connected. . believing 
they should leam to survive 


in the free market system. 
And Dr Mahathir's adminis- 
tration has .pledged to -help, 
all Malays. • 

They’re trying to be all 
encompassing -and they 
wont have the resources to 
do it because the hole Is too 
deep,” says Daragh Maher, 
economist at ING Barings.” 

Anwar Ibrahim, deputy 
prime minister and finance 
minister, tried to appeal to 
foreigners, vowing there 
would be no bail-oats. But 
Dr Mahathir does not see tiie 
point in letting Malaysia's 
best companies fetfL He Is 
building support among the 
captains of business by say- 
tag the crisis resulted from a 



conspiracy by foreigners to 
undermine the economy and 
there Brno need for internal 

refatm. 

He . must also continue to 
hefo as many Malays as pos- 
sible to maintain, his pohti- 
cal support- in UMNO, the 
Malay party which rules' 
Malaysia. Taking away their, 
preferential treatment now 
would cost him dearly. But, 
fids is what i n ves tor s want. 

When 'news emerged Mal- 
aysia was considering relax- 
ing affirmative action, , inves- 
tors. poured into toe stock, 
market They withdrew with. 
«Hiftrmation no change was 
imminent. Economists say . 
years of favouritism have 
stifled the competitiveness 
these companies need to sur- 
vive internationally and 
encouraged imprudent bor- 
rowing. ' r: 

Analysts estimate Renong. 
Malaysia's fop Infrastructure 
conglomerate, has- debts 
dose to MIRm. Last week 


"Time Ito^oeering, a writ 'of 
Renong, became toe most 
. fotanfoeW^ampaxiy to seek 
'court protertian. 

Analysts Say Bank. Bumi 
putra la edging toward bank 
JUptcy - again. Slme Darby 
in everything from plants 
• tions to mattresses, was 
forced to abandon its foray 
Into financial services this 
year With the sale of Sime 
Bank, winch posted pre-tax 
fosses of M|L81bn-for the six 
months anifad D ecemb er 31. 

Analysts expect an 

irn rum tv- p iti prr t any day from 

Tajudih Ramil, executive 
chairman and controlling 
.shareholder of MAS, toe 
national airline. He was 
going to borrow against 
MAS aircraft to pay what is 
reported to be nearly 
MfSOOm In personal debts. 
But the wrath of sharehold- 
ers forced him to try to for- 
mulate a new plan. 

Dr Mahathir has increas- 
ingly fewer domestic sources 
to draw from as tbe crisis 
deepens. -.Bankers are too 
fearful of their own pros- 
pects to heed calls to lower 
interest rates to ease pres- 
. sure on corporations. The 
reserves of Petronas, the 
cash-rich state oil company, 
are, therefore, expected to be 
In big demand. Earhear this 
year Petronas bought the 
shipping assets of Eonsor- 
ttam Perkapalan, a debt-bur- 
dened company And last 
week, it joined Proton, the 
n at i o nal carmaker, in a new 
company to develop engines. 

Dr Mahathir lias fought 

against loosening restric- 
tions on direct - foreign 
investment but now accepts 
it as inevitable. This week, 
Malaysia increased to 51 per 
cent, from 30 per cent, the 
equity foreigners can hold in 
trading com pawiBg — whole- 
sale and retail companies. 
But opening Incrementally, 
sector by sector, will take 
more tin-ift to attract foreign 
funds than Malayriw haa . _ 

Analysts - warn that Dr 
Mahathir will be closely sur- 
veying toe corporate wreck- 
age solid companies to pro- 
vide money as the crisis 

intwirifiaa 

“They're going to' coma for- 
ward /.when they're called 
on,” says Jonathan Duckett,’ 
of instit utional sales at Pari- 
bas Asia Equity. For now, at 
least, that Jg the way Malay- 
sia Inc works. ’ 


Daewoo, 



hit by 
strikes 


By Join Bwtoe In Seooi 


South Korea’s two biggest 
carmakers. Hyundai Motor 
and Daewoo Motor, yester- 
day halted production as 
workers protested over 
planned job cuts. 

Daewoo said it was consid- 
ering reducing its workforce 
by 16 per cent by sacking 
3,000 employees, while Hyun- 
dai has already notified 
nearly 2,700 workers that 
they will sacked. 

. 'Hie mass . redundancies 
are the first among Korea’s 
big industrial groups since 
toe nation’s economic crisis 
erupted in December. 

Hyundai announced in 
April that nearly 18 per cent 
of Its 46,000 workforce would 
be made redundant because 
of a 50 per cent fall in 
domestfo car sales this year. 
Daewoo followed suit on 
Monday with proposed job 
cats. 

The 2,678 Hyundai workers 
who were notified of job 
losses were the first among 
the 4^30 employees that will 
be made redundant Another 
4JS0O workers have already 
accepted early retirement 
Hyundai and Daewoo 
workers, who belong to the 
dissident Korean. Confedera- 
tion of TYade Unions, are 
considered among the most 
militant in Korea and have 
staged strikes almost annu- 
ally over job conditions. 

More than 5,000 Hyundai 
workers and their families 
staged overnight vigils at 
toe car plant ' in Ulsan, 
including occupying some 
bu ild i ng s, as 2,400 riot police 
waited nearby. 

The sackings occur as 
Hyundai and Daewoo are 
preparing to make a bid for 
toe Kla group, .Korea's third 
largest vehicle manufac- 
turer, which is being auc- 
tioned by. the state-run 
■Korea Development Bank, 
which is the main creditor 
for the bankrupt company. 

The mass redundancies at 
Hyundai and Daewoo could 
affect thefr chances of taking 
over Kia since the govern- 
ment has demanded job 
security guarantees for exist- 
ing Kia workers. Ford Motor 
of toe us and South Korea's 
Sa msu n g Motors are also 
expected to bid for Kia. 
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Domestic Sir-faros in Indonesia wffl increase by 35-47 per cent 
• doon to adfctet for the continued decline of the rupiah against 
' theUS^bfw-.the 'cfw ft tfidft of the Association of Indonesian 
Awtiness^yartwdawC 1 

If approved :tiy .the government, r would be the second time 
In tv^nxx^ thai domestfo air feres had risen to make up 
for ttwwealfoBlag ^rup^tfo-ooirimah wtth most other airlines, 

main commercial air- 

‘ 'tines' afoepses are. foUS dollars. That contrasts with the 20 

SiQome. 

tMtad&Btriierit If we are to survive,” 

!af fee association, of the 
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It’s not just a new coin. 

It’s a new way of doing business. 




. kv-f's . Lf iikfW 5 




You've heard about it. You’ve read about it. The euro is uniting Europe under one currency, 
A big idea that will create some big changes in the way business is being done. 
Currency risk will change and capital will flow more freely. Merger activity will increase 
as businesses are adjusting to changes in the marketplace. And that’s just the 
beginning. Businesses that want to stay in business will need to find ways to continue 
growing while these changes are taking place. Fortunately, we’ve had some 
experience. Citibank has been helping customers grow for more than a century. 

And though change of this proportion may challenge a lot of people, 

to us it's just business as usual. 


THE CITI NEVER SLEEPS® 
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WORLD TRADE 


Battle over China’s trade status resumes 




NEWS DIGEST 


By Nancy Dunne in Washington 


The annual us 
congressional battle over 
China’s trade status resumes 
in the House of Represents* 
tires today, with a change in 
the terms of debate. 

The .fight now is over 
granting China Normal 
Trade Relations (NTR). 
which means China gets the 
bnme tarifF levels for its 
products as almost every 
other US trading partner. 
The reference to NTR 
replaces the term Most 


Favoured Nation (MFN), 
abolished by the Senate last 
week. 

Congressional backers of 
continued US/Chlna trade 
changed the official designa- 
tion because they did not 
want it to seem that China 
was getting favoured treat- 
ment. 

The rest of the world will 
probably continue to employ 
the historic term MFN, but it 
is only In the US that Chi- 
na's trade status is debated 
every year. US business 
interests have also been pen- 


' alised by their Chinese trad- 
ing partners, when the 
exchange of rhetoric has 
escalated. . . 

The nature , of the debate 
may also be changed, if US 
business has its way. Pro- 
trade business groups and 
think-tanks have already 
begun to campaign for per- 
manent MFN. or NTR. 

Lobby groups on both 
sides have been, turning out 
reports in the run-up to the 
debate. Congressman Philip 
Crane, chairman of the 
House trade sub-committee. 


said the timing of tbe vote 
was ‘'critical'’ because the 
US was starting to feel the 
effect of the Asian economic 


crisis. 

"With tbe situation in Asia 
so fragile, we must reassure 
our friends in that region 
that America will not turn 
its back at this sensitive 
stage." be said. "Clearly, it is 
important we send a strong 
message of engagement " 

To counter the view that 
US-Chlna trade policy is dic- 
tated by multinationals, Mr 
Crane and the US Chamber 


of Commerce released a 
report called Small Business 
Success Stories in China. 
The report features Tramco 
of Wichita, Kansas, a com- 
pany providing, conveying 
equipment to a ship unload- 
ing facility . in Yingkou, 
financed by the World Bank. - 
Tm a designer, and 
builder of quality- equip- 
ment, rm the guy who . signs 
paychecks twice a month for 
more than 150 families." 
says Leon Trammell, the - 
company phairman- "I don't - 
understand why the US' 


would irant a policy restrict- 
ing our sMBty to compete.!* 
The Conservative Family 
Research Council, which, 
opposes NTR. ' yesterday 
released its "report card" on 
China.. Beijing, it claimed, 
was the most active supplier 
of contraband weapons to 
Iran and Iraq, and a player 
in helping India and Pakis- 
tan develop nuclear bombs. 

- “ Ch ina remains a danger- 
ous place for people, who dis- 
agree' with, oppressive gov- 
ernment policies," it 
assorted. 


ALrtEV visit 


Three more Azerbaijan 
oil contracts signed 


US RECORDED MUSIC SALES 


Market faces 
flat period in 
next decade 


By Alice Rawsfoom in London 


The US music market, 
traditionally tbe world's 
largest source of record 
sales, races a sluggish period 
over the next decade, despite 
a steep increase in sales of 
music over the internet 
Total sales of albums and 
singles in the US are proj- 
ected to fall from 1.045bn 
units in 1997 to l.OOSbn in 
i!00a. and to muster negligi- 
ble value growth from 
$ll.32bn to S12-02bn over the 
same period, according to a 
new study compiled by Mar- 
ket Track International 
<MTT), the research consul- 
tancy. for Gann and Music 
Business International, the 
trade magazines. 

This scenario disguises the 
rapid expansion or online 
record sales, expected to rise 
from S2S.2m last year to 
Sl.SCbn in 2005. But the 
growth of this new sector 
will not be sufficient to 
counter the decline of the 
rest of the market 
Most consumers will con- 
tinue to buy music online by 
mail order. However, MTI 
expects digital distribution, 
whereby a digital musical 
signal is delivered directly to 
consumers' computers, to 
account for up to 2D per cent 


of all internet sales by 2005. 

The static outlook for the 
US market follows a rapid 
rise in sales after the com- 
pact disc's debut in the mid- 
1980s, until the market stal- 
led in the mid-1990s when 
the retail sector faltered, fol- 
lowing over-expansion. 

Last year. Recording 
Industry Association of 
America (RIAA), which rep- 
resents the US record Labels, 
reported a foil in value and 
volume sales for the first 
time in 15 years. MTI says 
sales have stabilised, but 
expects them to remain at 
roughly the same level for 
the next decade. 

This may intensify the 
financial pressure on the 
multinational entertainment 
groups that dominate the US 



Japanese to 
help develop 
Brazilian Oil 


By Alexandra Uaroey In Tokyo 


Beck, one of Seagram's most successful a rti s ts. Seagram is 
expanding its musical interests with a bid for Polygram 


US music market' 


Total Total Manet 

units valoe sites 

in Sm Sra 


1997 15455 11,91 IS 2B2 

1988 1,03423 11,724.5 818 

1999 1,0372) 11 1 B7U3 1954 


2000 12B29 

2001 1,0324 

2002 1J02&2 


11,7187 4210 

11,747.3 7095 

125425 1,0532 


2003 1,027 A 

2004 1,017.5 

2005 1,0085 


125575 15375 
125695 15914 
125235 15225 


music business, notably Can- 
ada's Seagram, which hopes 
soon to conclude a $l0.4bn 
deal to merge Poly Gram's 
music interests with its Uni- 
versal Music subsidiary. 

Seagram is expected to 
make sizeable cuts in the 
US, where PolyGram and 
Universal have a combined 
market share of 25 per cent. 
EMI recently shed 200 staff 
from its US music interests. 
Sony and Warner have 
reshuffled senior manage- 
ment there. 

The music groups not only 
have to adapt to lower 
growth, but to changing con- 
sumer taste. New releases 
represented 60 per cent of 
record sales last year (32 per 
cent in 1996). suggesting 
record labels can no longer 
rely on steady sales of profit- 
able back catalogues. 

Rock is still the most pop- 
ular musical genre with 30 


per cent of sales. Country 
music's market share has 
slipped in recent years, and 
rhythm and blues’ has 
increased, as has pop’s. 

Compact discs will con- 
tinue to gain ground at tbe 
expense of other formats, 
albeit more slowly than in. 
the 1980s, according to MTL 
They are expected to 
account for 95 per cent of all 
US record sales in 2005, 
when cassettes will claim 3 
per cent, leaving vinyl and 
MiniDisc with 2 per cent 

MTI expects the Internet 
to account for 15 per cent of 
the US music market by 
value in 2005, assuming that 
albums and singles sell 
online for roughly the same 
price as o fflin e. 

US Music Market 1998; £450 
from MTI. 7 Archway Busi- 
ness Centre, Wedmore Street, 
London N19 4RU. Tet 0171 
2631365. 


Mitsubishi and Itochu, two 
of Japan’s largest trading 
companies, are to co-operate 
in a consortium to develop 
oil fields off the Brazilian 
coast in a deal worth $2hn. 
The move reflects the shift 
by Japanese trading compa- 
nies out of the Asian market. 

as rifrTnand for Oil hag fatte n 

because of the region’s eco- 
nomic crisis. 

Petrobras, Brazil’s 
national oil company, will 
lead the consortium. Con- 
struction of oil production 
facilities in the Campos 
Basin in Rio de Janeiro will 
begin this year, and should 
be completed by 2001. The 
fields are believed to have a 
capacity of 485m barrels, and 

daily production should 
expand to 200,000 barrels by 
2004, the companies said. 

Several European and Jap- 
anese groups will provide 
financing for the project. 
The Brazilian Development 
Bank, Japan’s Export-Import 
Bank and the Industrial 
Bank of Japan, the long-term 
lending institutions, will 
contribute funding , as well 
as Deutsche Morgan Grenfell 
and Merrill Lynch, the 
investment banks, and 
Banque Paribas, the French 
financial group. The compa- 
nies would not release 
flAtflfla of the funding until 


. construction plans were fina- 
lised. 

Tbe project aims to supply 
the Brazilian market, and 
takes advantage of deregu- 
lation reforms to allow for- 
eign companies to drill for. 
oil In the area. 

The step Is the latest in a 
series of moves by Japanese . 
trading concerns and - oil 
groups to improve profitabil- 
ity by investing in projects 
outside Asia, where global 
oversupply, and shrinking 
demand for aflbaveshrtmk 
profit margins. Itochu is 
already involved in several 
off development projects In 
eastern Europe, in particular - 
in the naipimi sea. Mitsui 
Oil, a subsidiary of Mitsui 
Bussan, the Japanese trad- 1 
ing house, has also invested' 
in oil production facilities in 
the region. 

Mitsubishi and . Itochu last 
month also agreed; a deal 
with Pertamina, *te Indone- 
sian oil concern, to swap 
crude for gas oil. Japan’s 
trading companies - have- ^ 
been struggling to revive ; 
earnings, hit by Japan’s eco- 1 
noinic d eclin e anf t the Asian ■ 
financial crisis. Tbe groups , 
had both been heavily 
exposed to Indonesia, mainly 
through investments in 
industrial projects, that 
would continue to doit earn- 
ings in the current year, ana- 
lysts said. 


Three contracts that potfld. tead fo bWlons off dotes befog 
invested Jn Azerbaijan's Browing oO sector were wgned yes- 
terday on Hie second day Of Presiderit Heydar ABys/s. official 
vfsft to Britain,. ... ... 

■ Two-of the deals Involve offshore exploration In ttwAaan 
sector of the Caspian Sea; whte the tftod cowers the rehabttl- 
tatton and fucilw-devetap^^ of the onshore Muradhanff 
ftekt’IIO mS«3 south-west of Ihecapital, Baku. 

The contracts are the latest In a string of agreements made 
by Azerbaijan with .foreign oO. companies to devetop the coun- 
try's oD reserves.." ■ 

' British Patrcteum, which has two other contracts In Azerbai- 
jan, sighed an agreertwat covering the exploration end possJ- 
Uedevdopment affoe offishore Alov, Araz and Sherg area, 

75 mBes 'south-east ofoaku. No weBs have been drilled In the 
area, which at 87$ sq mtoa Is the largest contract area 
granted so far. BP and .ita partner, StatoU of Norway, hope to 
drfllthenrrtw^n^yiear. - - 

Another deal signed with .Monument Ofl aid Gas, a UK 
explorer.' covers the Imam area, which Bocar. the Azeri stale 
on company, believes may contain -war l.4bn recoverable . 
barrets. Amoco ot the US will be.foe operator of foe project, 

In WhfcriiQwttnl fit # Caspian Sea pf Russia end Eurosov of. 
the UK are iso involved. Robert Comte, London. 


POLISH AIRCRAFT DEAL 


Mielec to make parts for BAe 


British Aerospace (BAs), foe European defence; company, .said 
yesterday fret PZL Mtetec, a Polish aircraft manufacturer 
wouJd.be making airframe parts for the Hawk training aircraft. 

The contract was won by Mleiec against competition from . 
manufacturers in foe UK and South Africa and could lead to 
sales of Hawk ai rcra ft to foe FoBsh air force. There would 
then be resembled tocapy. The number of parts made In Mie- 
lec for foe aircraft would also grow, according to Julian 
Soopes, British Aerospace's regional chief, for central Europe, . 
BAe is.part of a European consortium which hopes to sad the 
Gripped fighter aircraft to Poland against wnpetlfion from foe 
US, and France which is due to Join Nato next year. But foe 
present deal shows BAe's focus of attention has shifted to 
foe safe^of training aircraft in a deal which could be worth as 
much as $500m. Christopher BobirakJ, Warsaw 


INTELLECTUAL PROPERTY DEADLINE 


Aid for developing countries 


The WortoTrade Organisation and foe World Intellectual 
Property Orgentsetfon have joined forces to help developing 
countries meet a January 2000 deadfine for Implementing 
WTO rules onfrrtafcciualproperly’profecfloa - • 

Under a joint technical assistance programme, foe two. 
organisations, wfflerffer advice and help Eri drafting taws on 
copyright, patents, trademarks and other forma of Intellectual 
property, wnfc.rnemtm must atop put effective enforcement 
measures . fo'plac^ ;» piracy, counterfeiting and .other, 
infringements afftiteHectual property rights. . 

The WTO fafejtepniri property a greement, which Is already 
in force for Indtatrtiilteed counfoes, gives mast poorer nations 
a grace-period to' 2000, though the very, poorest have until 
2006 ortatar. Frances WRfiams, Geneva 
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US and UK soften stance on Locker 






By James Buxton in Edfabugh 
and Andrew Parker in London 


The US and UK governments 
yesterday signalled a soften- 
ing of their stance on the 
location for tbe trial of the 
two Libyans accused of car- 
rying out the Lockerbie air- 
craft bombing in 19SS and 
may bo prepared to allow 
them to bo tried under Scot- 
tish law in a neutral coun- 


try, probably the Nether- 
lands. 

The two governments 
have until now insisted that 
the Libyan intelligence 
agents accused in 1991 of 
planting a bomb on Pan 
American Flight 101 must be 
tried in either Scotland or 
the US. They have pome 
under pressure from . rela- 
tives of the 270 people lolled 
when the Boeing j 747 


exploded over Lockerbie, 
Scotland. 

Libya has said the two 
men, Abdel Basset All Moh- 
men al-Megrahi and Lamen 
Khalifa Fhimah, could not 
expect a fair trial in either 
country, and has suggested a 
trial with a panel of interna- 
tional judges in a neutral 
location. Since 1992, it has 
been under a UN embargo 
on air travel and arms sales 


unless it handed over the 
two. 

A trial on neutral ter rito r y 
in The Hague" might break 
the impasse between the two 
western countries and Libya, 
and result in the lifting of 
sanctions which some coun- 
tries have stopped enforcing. 
It would put the onus on 
President Muammer Gadaffi 
of Libya to hand over the 
two. 


Yesterday, . Madeleine 
Albright, IIS secretary of 
state, phoned members of US 
families -of the victims -to 
inform them the US and UK 
were considering alterna- 
tives to a trial in their own 
countries, though no deci- 
sion an a practical alterna- 
tive bad been made. 

In London, the prime min- 
ister’s spokesman, acknowl- 
edging the US-UK talks, said: 


"We are wiHfngcto explore 
any options that will bring 
justice for the families; dis- 
cussiogs on_optipns have 
beentafcmi; iflaCei v 

The -government whs 
determined to bring those 
responsible for the Lockerbie 
bombing to justice in a Scot- 
tish or US court, he added. 

There are two suspects 
that could and should be 
tried in a Scottish court for 


mm- 


to look otiie^cepaoms, mat;] 
least because' the fafalHes 
faave;asktt*te»«itad 
" The spMte^m ah 
were legal and diplomatic 
complexities in holding a 
trial in a third country, but 
Britain remained in: close 
contact with the- US. “Ho 
final decisions have been 
taken.” - 


By Jody Dempsey 
In Jerusalem 


Nigeria’s fate turns on army’s acquiescence 


Middle-ranking officers hoid the key to a 7 

return to democracy, write our Africa staff Democracy pledge likely to lead to easing of sanctions 


Oil companies 
hail decision to 


-To keep Nigeria one," a 
radio jingle during the civil 
war in the 1960s endlessly 
repeated, "is a task that 
must be done." 

It cmild well be revived by 
General Adbulsalam Abu- 
hakar. Nigeria’s new mili- 
tary leader, as he attempts 
over the next eight months 
to steer his country away 
from tlie late General Sard 
Ahueha’s secretive military 
regime and into a broad- 
band civilian democracy. 

The greatest threat tn his 
pliins to pull Nigeria back 
from the abyss of ethnic dis- 
integration comes nut from 
the political opposition, 
despite Its anger at the fail- 
ure to appoint a government 
of national unity. 

Far more critical In the 
next few weeks will be the 
reaction of the 60,000-90,000- 
slrong armed farces, offi- 
cially served notice on Mon- 
day night that their days of 
running Africa's most popu- 
lous stale and plundering its 
oil industry at will are com- 
ing to a close, it was time to 
return to barracks. 

While Gen Abubakar him- 
self IS described as a profes- 
sional military man with no 
political ambitions, the same 
cannot be said of a group of 
junior and middle-ranking 
officers below him. “His 
greatest threat comes not 
Tram crowds on the street, 
but some of his colleagues," 
says a US analyst. 

According to the London- 
based fortnightly newsletter 
Africa Confidential, the dan- 
ger Cram within the military 
comes in two forms. 

There are those motivated 
by greed, anxious to emulate 


the top army officials who 
became dollar millionaires 
by milking procurement con- 
tracts and oil trading deals. 
And there are those moti- 
vated by ideology, itching to 
eject a discredited ruling 
class - whether military or 
civilian - that they blame 
for political and economic 
mismanagement 

“Compared with the possi- 
bility of riches beyond the 
dreams of Croesus or almost 
untrammelled political 
power, running a regional 
peacekeeping force probably 
ranks a pretty poor second,” 
comments Africa Confiden- 
tial. “Yet that is what Gen- 
eral Abubakar has to sell to 
his disgruntled junior offi- 
cers." Aware of the potential 
threat. Gen Abubakar has 
already been trying to undo 
damage inflicted an a onoe 
genuinely national institu- 
tion by his predecessor in 
bis eagerness to seize the 
presidency. 

As a member of a minor- 
ity, albeit northern tribe, 
Gen Abacha alienated many 
in the established structures 
by creating an independent 
power base built on his own 
brigade of guards, a personal 
inteDlponce network and the 
shadowy presence of Israeli 
security personnel. 

Key Abacha loyalists are 
now being marginalised, his 
elite Korean and Libyan- 
trained “strike force" rede- 
ployed and the heads of the 
various services given new 
responsibilities in an 
attempt to reestablish a mili- 
tary hierarchy undermined 
by favouritism. 

Gon Abac ha's National 
Security adviser, Ismaila 


Sanctions against Nigeria are 
expected to be eased foflowing 
the pledge by General Abduisa- 
lam Abubakar, Nigeria’s leader, 
of a return to democracy next 
May. Tony Lloyd, foe UK For- 
eign Office minister, said: “We 
wfll be waking to secure our 
European Union partners’ 
agreement that members of foe 
Nigerian government should be 
allowed to visit EU member 
stales where this would help 


General Abubakar’s progra mm e 
and promote constructive dia- 
logue.' Members of foe Nigerian 
military government have been 
tanned from entering tbe EU 
under sanctions imposed 
because of Nigeria’s poor 
human rights record. 

Commonwealth secretary- 
general Emeka Anyaoku, hbnsatf 
a Nigerian, welcomed Gan Abo- 
bakar’s announcement of a 
return, to cfvfSan rule and said 


Nigeria's suspension from foe 
Co m on w e a lfo, which took place 
after foe government executed 
writer Ken Saro-Whwa in 1995. 
was tfloefy to end once a demo- 
cratic government was instated. 
The . business community was 
encouraged toy foe importance. 
Gen Abubakar attached to eco- 
nomic reforms, hokfing out foer 
hope of fresh talks for an IMF 
agreement and a reached uflng 
of the S35bn external debt - 


pay arrears 


Israeli and Palestinian 
officials began a third round 
of negotiations last night on 
Israeli withdrawal from 
occupied Arab land, but 
there appeared little chance 
that Israel would -band back 
the minimum 13 per cent of 
the West Bank that the the 
Palestinians expect. 

- The negotiations started 
on Sunday, ending a 16- 
month impasse in the peace 


By Robert Cookie 


Gwarzo, has been sacked 
and replaced with AbduUahi 
Mohammed, who played the 
same role under former 
respected military leader 
Gen Olusegun Obasanjo. 
Major Hamza Al-Mustaphe, 
Abacha’s chief security offi- 
cer. has also been redeployed 
to intelligence duties in the 
politically marginal eastern 
provincial town of Enugu. 

The newly appointed com- 
mander of the strategically 
sensitive Lagos garrison, 
Major-General Victor Malu. 
is a well -respected soldier 
who largely takes the credit 
for the successful conclusion 
of peacekeeping operations 
in Liberia last year. 


I n the long term. Gen Abu- 
bakar will have to tackle 
the problem that haunts 
Nigeria: the south's fear of a 
northern-do minated army. 

If Nigeria's law caters for a 
force without regional bias, 
requiring equal quotas for 
all states, the north remains 
disproportionately Influen- 
tial, thanfcg to its dominance 
of the fighting units, known 
as “the teeth arm". 

Because of tbe historically 
greater opportunities for for- 


mal education In the south, 
the technical. logistical and 
administrative corps have a 
southern bias. As in any 
army, the senior ranks tend 
to be drawn from the Teeth 
arm". Complicating the pic- 
ture is a generational divide 
between officers who served 
in the Blafran war, who tend 
to be deeply suspicious of 
civilian role, and those who 
have served in recent West 
African peacekeeping 
operations, and have come 
to regard themselves guard- 
ians of democracy rather 
than its alternative. 

The promotion of some, 
senior Toruba officers 
including one to the inner 
circle of the ruling Provi- 
sional Ruling Council as a 
divisional commander ear- 
lier this month signalled 
Gen Abubakar's awareness 
of how far traditional 
attempts to counteract the 
ethnic bias had been allowed 
to slip under Gen Abacha. 

But his ability to heal over 
the other riffs and prevent a 
repeat of the attempted 
coups that even Gen Abacha, 
that master manipulator, 
experienced, -will depend on 
new equipment, unproved 


wages^ training programmes 
and .generoua pay-offis for 
those leaving the service. 

If foreign governments; 
especially western countries 
which traditionally acted as 
arms suppliers until Gen 
Abacha looked to China and. 
Korea,' are growing excited 
at the prospect of mhlfrmifi- 
km contracts, Nigeria's rav- 
aged economy is hi its worst 
state for decades to support 
a modernisation drive. 

Waiting in the wings, 
eager for the first sign of a- 
blunder, will be tbe military 
critics of the transition pro- 
gramme. Among them the 
Chief of Army. Staff Major 
General Ishaya Bama&V te 
seen as the most politically 
ambitious and thie biggest 
potential threat. 

“Bamaiyi has a critical 
post and is widely seen as 
having the strongest per- 
sonal base in the mffifary at 
the moment,” says Africa 
Confidential's Patrick Smith. 

“He has deliberately culti- 
vated the junior officers. Of 
all the senior officers, fas Is 
the. most Ukdy to move in 
should Abubakar stumble. " - 
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fatematumal oil companies 
have welcomed the dedsioa 
' by Nlfperia’k new military 
Ogovernin^.'tp pqy 3830m in 
airfare- bwSd io the joint 
ventures that produce the 
2m barrels cif ofl. a. day that 
is tfae country’s main source 

hard, currency. . 

fn ’his- speech, an ■ Monday 
night General Ahdoisalam 
Abubakar, Nigeria’s military 
ruler/ said: This administra- 
tion recognises the Impor- 
tance of oil exploration and 
production activities to the 

future of the coontry." 

Royal Dutch/Shell, the 
Angfo-Dotch group that pro- 
duces about half of the coun- 
try’s- oil, said: “We are natu- 
rally please! that the cash 
call has been paid.” 

The move has surprised 
some industry observers, 
who thought that this year’s 
slump in oil revenues would 
limit the government's 
ability to restore invest 
merit in the strategic oil 
industry. . 

The rteritrirn't rnr^ag after 
several of the joist ventures 
began reducing their 

_operatiraKL because of. cash : 
constramte anrl the low., 
crude price: .Over the past 
few toanfb&.Miobff of the US 
had announced, plana to 
reduce Ufa number of dril- 
ling rigs operating on its off- 
shore acreage bum .five to 

The. Nigeria National . 
Petroleum Corporation^ the 
state ml eroop. accounts far 


57 per cent of f unding under 
the Joint venture arrange- 
ments; It holds 55 per cent of 
Shell Nigeria, and 90 per 
cent to.the other five ven- 
tures with Agip of Italy, Elf 
Aquitaine of France, and 
Mobil, Texaco and Chevron 
of the US. 

In recent years the Niger- 
ian finance ministry made 
deep cuts in the budgets pro- 
posed by NNPC and its for- 
eign partners, even though 
the government wanted to 
see the industry expanded. 

The original budget 
request from NNPC and 
Shell this year was $2JbrL 
' But the former mffltaxy gov- 
ernment of the late feaa Sara 
Abacha scaled It -back to 
Sl^bn, although it later rein- 
stated J400m for the -Seiko 
gas project in the 'Niger 
Delta. ‘ 

Shell yesterday said it had 
. now been, informed that its 
revised budget .would be 
- $U9bn. Gen Abubakar also 
assured the company that an 
undisclosed amount ' of 
arrears from last yeaz-s bud- 
get would be cleared over ' 
the nmet fawmopths. 

In addition to authorising 
back, payments. -Gen -Abu- 
bakar. held out. the prospect 
-of changing ‘ they way the' 
country's oil 1 sector was 
financed. 

The foreign -companies 
have proposed a range of 
options, from buying out 
NNPC’s stake 'in. the Joint 
vestures to converting thwn 
to production-sharing con- 
tracts. 


process. ■ 

According to Palestinian 
officials 'and diplomats, 
Israel is prepared to hand 
over 10 per cent of the West 
Bank land. This falls short of 
a US proposal which 
suggested handing over 13.1 
per cent, and well- short of 
ori ginal Palestinian expecta- 
tions of a 30 per cent Israeli 
troop pullback. 

Israeli at first, wanted the 
three percentage points dif- 
ference between ife proposal 
and that-of the US to be 
carved out as a special zone, 
termed “Area D”, in which 
Israel would have security 
control and the Palestinians 
would face restrictions on 
budding. This area is located 
around Jewish settlements. 

Dnidhg Monday’s meeting, 
brael suggested that Area D 
designated -a “green zone” 
in which building by neither 
Palestinians would 
be-permitted. 

Palestinian negotiators 
have insisted they would 
accept nothing less than the 
13 per cent.- having unequtv- 
pcaBy agreed to tbe US pro- 
posals. Accepting anything . 
less, a senior official said, 
would be more than difficult 
for Yassir Arafat, the Pales- 
' tiriian leader, to swallow and 
to sell to public opinion. ' - 
Another issue fa the char-. 

| ter of the .Palestine Libera- 
tion Organisation. 

The Palestine National 
Council, the parliament in 
exile, voted in April 1996 to 
amend the covenant, partic- 
ularly those clauses which 
dented Israel's right to exist 
life Israelis want the council 
to reconfirm its vote. 
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BRITAIN 


T AKE OV ER CODE AME NDMENTS WI LL PREVENT F INA NCIAL ADVISER S FROM BUYING SHARES (NJTHEIR ^COMPANIES 

Panel to tighten bid target rules 


By Andrew Edgeclitte-JojHisOT 
in London 

The Takeover Panel is 
tightening its rules to pre- 
vent tile flnarwiwi advisers of 
bid targets from buying 
shares in those companies, 
as happened in the contro- 
versial bid for Northern 
Electric by CalEnergy in 
1996. 

The amendments to the 
City of Loudon code on take- 
overs and mergers will nisn 
force any bidder which 
makes an all-paper hid to 
offer a cash alternative to all 
investors if it buys any of 
their target's stock in the 
market. 

At present, paper bidders 
can buy up to 10 per cent of 


a target’s stock without 

offering any nagh alterna- 
tive. Alistair Defriez, direc- 
tor general of the panel, 
said: “If anybody gets out for 

cash, everybody should have 
the opportunity to do so.” 

He added that the old 
rules "gave an incentive for 
the offeror's paper to be 
ramped qp. so that shares 
could be purchased at 
inflated prices and a few 
favoured shareholders could 
get out at an Inflated price”. 

The 20 amendments to the 
City code make no reference 
to the awaited “creeper pro- 
vision”, under which a 
shareholder with a large 
minority stake can gradually 
take more than SO per cent 
control without having to 


Broadcasting 
regulation 
plea rejected 


By John Gapper, 

Media Editor 

The government yesterday 
rejected calls far a radical 
shake-up of regulation of 
broadcasting and telecom- 
munications, arguing that it 
was unclear yet whether 
consumers wanted new digi- 
tal and interactive services. 

Chris Smith J chief minis- 
ter for culture, rebuffed a 
report from the culture com- 
mittee of the House of Com- 
mons far an immedi- 

ate overhaul of regulation to 
match rapid conve r ge nc e of 
communications industries. 

In a consultation paper, 
the government also raised 
the prospect of a gradual 
loosening of programming 
obligations on the ITV net- 
work to allow it to compete 
more strongly with a grow- 
ing number of digital cable 
and satellite nhannpla. ITV is 
the main commercial terres- 
trial network. 

Although JTV licences to 
broadcast are being renewed 
by the Independent Televi- 


affer other shareholders a 
takeover premium. 

Controvers y over the issue 
featured in tills year’s High 
Court battle in London 
between -minority sharehold- 
ers in Astec BSR, the elec- 
tronics company, and Emer- 
son Electric of the US, which 
had slowly increased its 
Holding to 51 per cent Mr 
Defriez said: "We continue to 
look at the matter, and there 
is a period of consultation 
going on.” 

The ruling over share buy- 
ing by advisers comes more 
than 18 months after the 
controversy at Northern 
Electric. BZW. Northern’s 
financial adviser, bought 
almost £20m (S33m) worth of 
shares in an effort to prevent 


CalEner gy from winning the 
battle for control of the 

regional electricity company. 

hs attempt proved unsuc- 
cessful, and BZW was later 
rebuked by the panel far fail- 
ing to disclose a dequ ate 
information about a £200,000 

performance-related fee. Ur 
Defriez said: “We feel It is 
right to leave the decision at 
the of the day to share- 
holders." 

Other amendments to the 
City code will encourage 
advisers to alert the Panel 
more quickly to “untoward" 
movements In the share 
prices of their clients. 

Over half of the panel’s 
recant rebukes have dealt 
with tins subject, including 
last December’s criticism of 


Williams de Brae for not 
alerting the panel to a 23 per 
cent rise in the shares of 
Morris Ashby, while the 
company was in bid talks. 

• leading UK life insurers 
yesterday launched a com- 
pany to ball out hundreds of 
small independent financial 
advise: firms facing possible 
bankruptcy as a result of the 
£llbn pensions mis-selling 
scandal, Christopher Brown- 
Hxmies writes. 

At the centr e of the plan is 
a £i00m loan facility to be 
available to IF As by 
Royal Bank of Scotland and 
guaranteed by the insurers 
through a holding company 
called PASS (Pension Advis- 
ers Support System) Review 
Ltd. 
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sion Commission and will 
run until about 2010, nfUriaia 
said restrictions could be 
relaxed as the network faced 
stronger competition. 

The rejection of a “big 
hang” overhaul of regulation 
in a paper co-authored by 
the culture ministry and the 
Department of Trade and 
Industry followed a call for 
urgent changes by the com- 
mittee In May. 

It argued that the growth 
. of the internet and interac- 
tive services meant that 
wit^ininMtf and inf nrr n a. 

tim services were converg- 
ing rapidly. This needed to 
be matched by an over- 
arching regulator for com- 
munications. 

However, the government 
papa- said consumers would 
continue to distinguish 
between such services “far a 
long time to come*. Regula- 
tions should not be changed 
to matrh a “vision of the day 
after tomorrow that may 
never materialise”. 

The cautious tone of the 
paper means the government 
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has in effect shelved the pos- 
sibility of merging regula- 
tors such as the Oftel tele- 
communications office and 
the Independent Television 
Commission Into a body pro- 
viding economic and content 
regulation. 

Officials expressed more 
support far another option in 
the paper of creating an 
umbrella body to set stan- 
dards, leaving nnuting regu- 
lators In place under it This 
would be similar to City of 
T/ipflnn regulation imd»»r the 
last government. 


The consultation docu- 
ment was broadly welcomed 
by regulators, hut the IFC 
said it was disappointed no 
mention was made of the 
BBC in discussing regulation 
of commercial broadcasters, 
because the BBC’s strategy 
affected publicly-quoted 
companies. 

Officials said the govern- 
ment had no set timescale 
for the relaxation of pro- 
gramme obligations on 
broadcasters, but this would 
farm part of the consultation 
process. ITV argues that it is 


currently more restricted 
fh«n the BBC, the public ser- 
vice broadcaster financed by 
a state levy on users of tele- 
vision sets. 

• David Liddiment, ITV*s 
director of programmes. Raid 
at the launch of the autumn 
schedule of the network that 
it was on course to achieve 
its target of a 38 per cent 
share of tire peaktime audi- 
ence by the year-end. 

nVs share of viewing has 
been failing as it has fac ed 
competition from a number 

Of new rhannplg 


Merger of 
accountant 
bodies 
‘gaining 
big vote 5 

By Jen Kelly, 

taanmtaaey Correspondent 


A plan to create a new 
professional body for 120.000 
accountants, and 200.000 stu- 
dents, has won substantial 
support in early voting, 
according to the ACC A, the 
certified accountants' body. 

Replies to the ACCA's 
unsolicited merger offer to 
members of Cipfa. the public 
sector body, and Cima. the 
management accountants’ 
body, show 70 per cent in 
favour of the merger after 
5.000 returns. 

Anthea Rose, chief execu- 
tive of the ACC A, said the 
early signals were “very pos- 
itive”. Critics of the plan will 
play down the early returns, 
pointing out that those in 
favour would be more likely 
to respond quickly. 

The merger offer is the lat- 
est attempt to bring about 
wmwUrtaHnn amon g the UK 
and Republic of Ireland's six 
leading bodies for accoun- 
tants. The government has 
urged the profession to seek 
ways of "speaking with one 
voice”. Several attempts at 
merger have ended acrimoni- 
ously in recent years. 

The merger proposal is 
unlikely to affect the govern- 
ment’s response to the pro- 
fession’s plans for a new reg- 
ulatory regime, which is 
currently being considered 
by ministers. 

Mr Peter Layhe. president 
Of Ctzoa, Said mtinnahcntinn 
was a goal but any re- 
grouping must be "radical 
and complete”. He said the 
ACCA’s proposals were not 
helpful and the manner of 
the offer might cramp future 
talks. "Members would not 
now wish this well-con- 
structed PR campaign to dis- 
tract Cima from its current 
high levels or achievement,” 
be Raid 

David Adams, chief execu- 
tive of Cipfa, said It would 
consider proposals for 
rationalisation but that 
ACCA's plan was “inept”, 
“divisive” and "dangerous”. 


NEWS DIGEST 


EUROPEAN HEALTH AND SAFETY 

Preparations speed up for 
ban on white asbestos 

The govemment-funded Health and Safety Commission is 
pressing ahead with preparations for a UK ban on the import 
and use of white asbestos. The government was accused m 
March of an “unwarranted and Irresponsible’ U-turn when the 
HSC dropped mention of a proposed ban from a consultation 
document which had been expected to bring Britain into tine 
with the nine European countries that have already banned 
white asbestos. 

The HSC said then that an independent scientific commit- 
tee of the European Union fell that the evidence available to u 
on substitute fibres was insufficient to del ermine their relative 
safety. Last year the UK Imported only 5,000 tonnes of white 
(chiystolite) asbestos - a figure that has halved in the last two 
years and compares with a 1973 peak of 190,000 tonnes. It ts 
stifl used in some ceiling tiles, cement and brake pads. The 
even more dangerous blue and brown forms of asbestos were 
banned in the UK in 1972. Andrew Bofger, London 

GENETICALLY-MODIFIED FOOD 

Confusion on seed trials 

The future for trials of genetically-modified food seeds in the 
UK was thrown into confusion yesterday after the Court of 
Appeal in London insisted the government should enforce 
regulations it admitted breaching to allow the tests to go 
ahead. The government admitted breaking its own seed Inals 
rules during a legal action brought by an organic farmer 
against trials of genetically-modified maize being earned out 
on land next to his. The court rejected Guy Watson's applica- 
tion for a judicial review of the decision allowing Ihe tnai. But 
it described as “remarkable and regrettable" the Ministry ol 
Agriculture's admission that it had breached its own 
regulations. John Mason, London 


N IRELAND FIREBOMB ATTACK 

Salesman on murder charges 

A 23- year-old man charged with murdering three young 
brothers who died in a petrol bomb attack on their Northern 
Ireland home was remanded in custody by magistrates yes- 
terday. Thomas Gilmour, a salesman from Batlymoney. was 
charged with causing the deaths of Jason. Mark and Richard 
Quinn in the town nine days ago. The court in Belfast. North- 
ern Ireland's principal city, heard that he strenuously denied 
the charges. 


CRIME PREVENTION 


Minister hails $41 Om move 

A £2 50m ($41 On) Investment by the government in crime pre- 
vention measures was yesterday hailed by Jack Straw, home 
secretary, as the largest, centrally co-ordinated crime cutting 
programme in the world. Mr Straw capped 15 months of 
toughness and “zero tolerance" by allocating £2 50m of his 
department's £3 bn extra over three years to fund a “compre- 
hensive, evidence-based crime reduction strategy". His target 
is to reverse the long-term trend, dating from the 1920s, of an 
annual 5 per cent increase In crime. 
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Financial Times Management brings you a 
unique series of authoritative financial 
workbooks which provide a real alternative to 
time-consuming training courses. How many 
times have you booked yourself ore member 
of your staff onto a training course only to 
have to canoe/ at the last minute because of 
other work pressures? 

Thar* why we bring the course direct to your 
desk - so you don't have to leave it Each 
workbook will take you about five hours to 
complete, and the benefit is you can learn 
where and when it suits your schedule. 

With problem solving exercises and worked 
examples you will cover the same material as 
you would do on a training course but for a 
fraction of the price and at your own 
convenience. And whatfs more, we offer a risk 
free guarantee - if the workbooks don't meet 
with your needs, for whatever reason, we will 
refund you in full if you return them within 28 
days in resaleable condition. 

The books featured here focus on Risk Analysis. 
For a comprehensive list of all our finance 
workbooks, please contact us. 

Risk Analysis for Treasury Products 



The expansion of the options, swaps and futures 
market has given the treasury manager more took 
wtth which to manage risk. This workbook 
provides a thorough grasp of some of die latest 
developments hi this field, together with the risks 
and associated ride management strategies. 

Indudes 

-a risk profile 

- foreign exchange 

-interest rate conversions 

. bond valuation and risk mpfkatfons 

.VSlueatltak 

. further kttmtst rate calculations 


Risk Analysis for 
Portfolio investments 

Offers the opportunity to identify the inherent 
risks of portfolio management and to manage 
these risks through a variety of approaches. It 
/ntreduces Virtue at Risk, a method of assessing risk 
that uses standard statistics techniques. 

Includes 

- Value at Risk and portfolio analysis 

- risk and return of two-asset portfolio 

- fixed income risk reduction strategies 

- Capital Asset Pricing Model 

- estimating portfolio risk using spreadsheets 

- manipulation ride wtth risk-free assets 

Risk Analysis for Capital Markets 


Explores how a comprehensive risk analysis 
approach may be used to manage exposures, 
hedge and enhance the profitability of a firm. Jt 
presents a systematic framework which takes the 
reader through the major steps of risk analysis, 
taking into account elementary forms of risk, 
selecting appropriate methods, and suitable 
trading strategies and financial instruments. 

kxfudes 

• defining the exposure 

- elementary forms of risk 
-selecting an appropriate method 

- trading strategies and types of instrument 

- realistic assessment of consequences and 
-dosing exposures 


MANAGEMENT 


www.ftrnanagement.coni 


Risk Analysis for 
Foreign Exchange Markets 

Provides an understarvfing of what is meant by 
foreign exchange, the different ways in which a 
foreign exchange rate can be quoted (direct or 
indirect), the conventions for quoting foreign 
exchange rates, the definition of foreign exchange 
rate risk and exchange rate market structure. 

btdudes 

- uses and users of foreign exchange markets 

- risk Identification 

- legal risk defined 

- forecasting techniques 

- currency derivatives - risk evaluation 

- risk aversion and risk minimisation techniques 

Ride Analysis for Corporate Credit 

A guide to the necessary credit analysis 
information required and the interpretation 
process. The techniques explained, combined with 
common sense arid experience, will assist the 
reader in reaching Judgements about the 
acceptability of risk. 

Incl u des 

- strategic analysts 

- pr of itability and performance 

- management of assets 
-capital structure 

• cashflow forecasting 
-corporate failure 

f 

Case Studies for Risk Analysis 

Explores how a comprehensive risk analysis 
approach, on a case by case basis, may be used to 
manage exposures, hedge and enhance the 
pro fitab i li ty of a firm. It presents examples of 
successes and dramatic failures in the field of risk 
management Each case study provides a realistic 
context for financial decision-making for 
practitioners. 

indudes 
-project finance 

• Eurobond offering 

- rate swaps and swaptions 

- Metalgesellsthaft 

- Orange County 

- Gibson Greetings 


by PHONE on: +44 (0) 1704 508080 

by FAX on: +44 (0) 1 704 506685 

or EMAIL: order@ftmanagement.com 

or by POST to: financial Times Management 

Department CS. FREEPOST LON-8663 
SOUTHPORT. Merseyside PR9 9BR 
United Kingdom 


RISK FREE GUARANTEE 

If you are not fuHy satisfied with these products, please return them in 
resaleable condition within 28 days bra full refund. 


Risk Analysis for. 

Treasury Products 
Portfolio I nvest m ents 
Capita) Markets 
Foreign Exchange M ar kets 
Corporate Credit 

Case Studies for Risk Analysis 
£2590 each plus p&p 

Postage and packing - UK: Please add £3.00 per order 

Rest of Europe: Please add £5.00 per order 
Ren of World: Please add £9.00 per order 
(on payment per order . whether you order one vmrldMOtc or all of diem) 


Job Title 

Company 


email address 


□ Please debit my Access/Visa/Bardaycard/Mastercard/AniQ(/ 
Switch/Diners Club account 


Expiry date . .. 


Signature 


Issue No. (Switch payments only) 


| | 1 endose a cheque payable to financial Times Management for £ 

1 1 Please supply me information on other workbooks In this series 
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BRITAIN 


EMPLOY ERS’ LOBBY CHANGE AT THE TOP 


Industry 
chief wary 
of links with 



bk . 


Supermarket boss aims to lift the party 


authority 


Alison Maitland and Peggy Hollinger 

on the upheaval feeing the Conservatives 
in the wake of their 1997 election losses 


government 


ByD&ndWghton, 
PoHHcal Correspondent 


The government’s close 
relationship with the Con- 
federation of British Indus- 
try, the UK's principal 
employers’ organisation, will 
come under strain with the 
appointment yesterday as 
pre siden t of Sir Clive 
Thompson, the chief execu- 
tive of RentakU Initial, the 
business services group. 

Sir Clive cast doubt on the 
benefit of the relationship 
for business and warned that 
it may be threatened if the 
economy slows. 

In an interview with the 
Financial Times. Sir Clive 
said the government's com- 
mitment to business and free 
markets had yet to be 
matched by its policies. He 
was particularly critical of 
labour market reforms, such 
as the national minimum 
wage and the extension of 
trade union rights, which he 
said could be very damaging 
in a recession. 

“The new government 
came In when the economy 
was growing and I don’t 
think the real issues in 
terms of how those policies 
may be in conflict with eco- 
nomic growth have really 
arisen yet." He said a reces- 
sion would be the “real test” 
of the relationship between 
business and government 
Although the CBI was con- 
stantly being consulted by 
government. Sir Clive ques- 
tioned how much notice was 
taken of its opinions. “What 
our members want is the 
policy, not to have the plea- 
sure of knowing we were 
involved.” 

Sir Clive's combative com- 
ments are in sharp contrast 
to the approach adopted by 
his predecessor. Sir Colin 
Marshall, who built a good 
relationship with Tony Blair, 


the prime minister. Minis- 
ters have been nervous 
about Sir Clive's appoint- 
ment since an outspoken 
address to an audience 
including the prime minis- 
ter, at the CBI annual dinner 
in May. 

Joking that union recogni- 
tion could help companies 
with “pest control". Sir Clive 
made dear he had little time 
for trade union collectivism 
or the government’s idea of 
“social partnership”. 
Although Mr Blair kept smil- 
ing, John Monks, Trades 
Union Congress general sec- 
retary, was not amused. 

An unapologetic Sir Clive 
now says; “I was just mak- 
ing the point that it is indi- 
viduals who have always 
made the difference not only 
in business but In enter- 
prises in generaL” 

He said he welcomed Mr 
Blair’s pro-business rhetoric, 
but added: “1 hear his words 
with which I am very 
impressed, largely because 
they coincide with my views. 
But there are many people 
who talk a good job - I like 
to see them deliver a good 
job.” He accuses some gov- 
ernment members of “naiv- 
ety” about how business 

works. 

• The government may be 
forced to cut back on the 
public spending plans 
announced last week if the 
economy grows less fast 
than expected the Confedera- 
tion of British Industry 
warned yesterday. 

Adair Turner, the CBI 
director general, described 
the government’s own 
growth forecasts as ”a bit on 
the optimistic side” and 
urged ministers to consider 
which of the less essential 
programmes could be cut if 
necessary. 


V eteran staff facing the 
chop; sweeping office 
closures. A brutal 
shake-up is planned for the 
Conservative machine, little 
more than a year after the 
party was swept out of office 
by Tony Blair’s Labour land- 
slide 

What Archie Norman, 
Conservative deputy chair- 
man. is doing at tha party's 
Central Office echoes his 
work in taming round the 
Asda supermarket chain, of 
which be is c hairman The 
business, like the party, had 
lost touch with its core cus- 
tomers and relied too 
heavily on past success. 

“Central Office is a 1350s 
office with a 1350s culture.” 
says Mr Norman. “That has 
got to change. Modern 
organisation has moved on 
and no-one noticed." 

Patrick Moylan, partner at 
Kurt Salmon Associates, a 
management consultancy 
that has worked with lead- 
ing retailers, says there Is no 
question that drastic mea- 
sures are sometimes justi- 
fied. “It took something as 
radical as Archie did to 
make Asda what it is today.” 
he says. 

Already Tony Garrett, the 
Conservatives* long-serving 
chief agent and director of 


campaigns, hag resigned and 
dissenting voices are bong 
raised among local activists. 
There are other striking cor- 
porate parallels with the 
Conservative experience. For 
example, Ricardo Sender, 
the BrariiiaTi who now ha-s. 
cult status on the Interna- 
tional management circuit, 
inherited his machine manu- 
facturing company Semco 
when it was on the verge of 
bankruptcy in 1980. 

Mr Sender created havoc 
by dismantling the comp- 
any's highly conservative 
structure - a third of the 
m ana gement left over a 14- 
month period. The surgery 
worked and Semco became 
one of Latin America's 
fastest growing companies. 

Mr Sender’s maverick 
style allows staff to elect 
managers anrf throw <hpm 
out. Employees use green 
flags for “good mood" days 
and red flags to say “not' 
today, thank you”. At Asda. 
staff wear red hats when 
they do not want to be dis- 
turbed. 

Mr Norman, a former 
McKinsey consultant, dis- 
misses reports that . most 
party staff over 50 will be 
sacked as nonsense. But he 
wants an office that is 
“buzzing and crackling with 



Aretes Norman: biting into Conservative party tmrftkias Bob GoSer 


excitement* 

place”. 


and “a fun their “corporate memory" 
when they, get rid of older. 


Helen Garner, «nwp»igw« more experienced staff.' Cam-', 
manager at the Employers panies often end up trying to 


Forum on Age, warns that recruit back the knowledge 
organisations make costly they lost, she says. 


mistakes and risk losing Some might argue that 


aft» last • year’s; election 
defeat, the l Conservative 
party needs to . wipe . Its col- 
lective memoryctean. ■ . 

Mr Moylan' of Kurt Salmon 
says: *Tt could be -vary lib- 
erating for the' people left 
behind to think somedead 
wood has gone, and thatave- . 
Dues for career opportunities 
.-and progress, have been 
opened up”- He say& fhie 
workforce -at ^ Asda is. far- 
more motivated than it was 
eight years agoi. ’ .... 

Everyone tinting is 

erf the essence for the Con- 
servatives .. to- have any 

chance the 

national' election due' to 2001 
or 2002: "We irkye 1$ months 
to two yearn ;t& re&y recon- 
struct the parky; It-might 
take longer .bto-that 
long as we have -got,^ says' 
Mr Norman. . ; ■■ ■- . 

“You, have rat to fape up' 

to the -pato.ea^Tand gfve 
/wgswfaaft fth achshc^tor, 
heal itself beteo you go'txT 
to create haw values If -you 
try to do the second phase, 
too early thfrvatoeabfeaane 
tainted with the pafe.”' .- 1 - 

Mr . Norman bas:tra 
formed the atmosphere of 
Asda’s- head office. “It is s 
almost like a euit," says one 
analyst. “Archie Norman 
can do it because be does ft 
with a. messtebte look to his 
eyes. He turned 70,000 people 
from thinking they were, 
absolute losers to belieyfog 

they could beat anyone." - 


Lf ' 111 


criticism 


Aerospace Cm re spondent 


He Civil Aviation Authority 
yesterday accepted that criti- 
cis»- by a House: of 
Commons- committee of its 

management of "a new air 
traffic control centre was" 
largely justified. . . . 

'■ However, the authority 
.said' that,, in spite of an 
Increase to flights. Its Brian- 
dal performance and safety 
monitorfcng bad Improved. 
The number of near misses 
attributable to air traffic 

control had halved. 

" Sir Malcolm' Field, the 
said to tye 
authority's annual report 


EUROPEAN PARLIAMENT LARGEST OPPOSITION PARTY DEMANDS PLEDGE ‘NOT TO ROCK THE BOAT . ‘ 


Conservatives shun pro-Emu candidates 


By Liam Hafflgan, 
PoBtfcal Correspondent 


Martin Wolf, Pags 12 


The opposition Conservative 
party conducted wtiwtnnHfm 
tests to ensure that its candi- 
dates for the European par- 
liament held sceptical atti- 
tudes towards the EU single 
currency, It emerged yester- 
day. 

The disclosure, which 
comes after the party finali- 
sed its list of candidates in 
the nine En gtish regions last 
weekend, unrtgpmngg senior 
Conservatives’ claims that 
party candidates for the 
Strasbourg assembly repre- 


sent a “broad church ' of 
views an Europe”. 

The admission will infuri- 
ate pro-Emu Conservative 
activists as well as the par- 
ty’s MEPs who have failed to 
gain places on candidate 
lists to England - several of 
who m have p ublicly accused 
the leadership of conducting 
a purge of Strasbourg-based 
Conservative Europhiles. 

Senior Conservative offi- 
cials disclosed yesterday 
that candidates were put for- 
ward only if they vowed “not 
to rock the boat on our sin- 
gle currency policy” - 
namely, to rale out British 


membership for the lifetime 
of the n ev* Westminster par- 
liament. 

. “Everyone on the fist has 
agreed to stand by the Emu 
position ■- that’s why they’re 
there,” said an official dose 
to William Hague, the party 
leader. 

Prospective - candidates 
were interviewed by a six- 
strong board at Conservative 
Central Office, headed by 
Lord Freeman, a former min- 
ister and the party’s chair - 
man of candidates. 

Panels of constituency 
party chairmen thwi selected 
who should be put forward 


in each region, with party 
members <fo4ding the final 
order of candidates on the 
basis of . one member, one 
vote. ' 

“The weedtogout was con- 
ducted by the Freeman 
board.” said a party official. 
“Candidates deemed suspect 
on &nu had to vow to stood 
on a platform and support 
William's stance.”. 

In the forthcoming Euro- 
elections, the first to be con- 
ducted under proportional 
representation; the Conser- 
vatives are likely to Increase 
their number, of MEP seats 
from 18 to at least 80 in 


England, Scotland and 
Wales. Edward McMIUan- 
Scott,. the leader of Gonser- 
vativeMEPa-whotopped the. 
candidates’ St to.foe York; 
shire and Humber regfonhaS, 
argued . .'that * .‘selection 
reflected candidates’ view; 
“on all European, issues, "not ., 
just the single c m reney ”. . ’• ; 

But John Stevaus, a .de*' 
selected pasty MJ^srid:' 1 ^. 
reality. 

oL Tories are represented^ 
those who , say they -agree 
with WBliam Hague on Emu, 
and those' viSb : say hi£ oppo- 
sition toft has naggone for 
enough.": -r ’ ^ 


that.a* study i by the Com- 
mons' transport committee 
intotb&handting of the new 
: Swanwick aft traffic control 
: centre to southern -England 
“contained some justified 
aitidsm". 

' The Swnnwick centre, 
which Is Intended to be the 
world’s Jnost advanced air 
.traffic facility, -was due to 
open to 1996- However; prob- 
lems with the Computer soft- 
ware system have resulted 
to a% postponement of the 
-qpehteg date- until the win- - 
tar. of idaMOOO at the earli- 
er. The CAA paid this might 
have tb Jbe extended by a fur- 
ther year, 

_ .The CAAsaki changes had 
-heed, made to the running of 
National Air Traffic Services 
(Nats).. : its, subsidiary, which 
-is resjpdni&lfe'tor Swan wick. 
“ManagBrnani has’ been 
restructure to focus' greater 
Effort ,on 'identifying and 
diffiftdng important .issues, 
determining . their priority 
. and managing their resold 
ti/iri ” the fopi gaM $jr Mai-, 
cahn welcomed .tha govern^ 
jhent'S ■nwouneeman*' last 
motodtihat it Wradd seD SI. 
per cacrtrfito;: - 

lyf'per 

daatin the^yoar to March 3L - 
Traffic In the London area 
roskbySper cent during the 
peak 'summer months last. 
seto-JtSSfopttecl'drith 1990. 
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How do you conquer the highest mountain? 


y®HBACAt)U' 


tote tot 'itoM 
ajiwi JttW.L 




step at a time. The gutsy part is setting the 


j U-.rT)’. . 


goal in the first place. Fairchild Aerospace 
is determined to set the pace in the global 
market for 30- to 95-seat jet 




airliners and large-cabin 


THE PROOF IS IN DOING IT 


business jets. And we're doing it one aircraft 
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THE ARTS 


Humble home 
makes history 


Peter Aspden finds Sir Pi 

abode a long way from r TT 

The National Trust has thus Bar only 
merited a passing footnote in the 
.history of the Beatles: the hero of 
John Lennon’s “Happiness is a 
Warm Gun” mockingly donated “a 
soap impression of his wife" to the 
organisation in one of the group's 
more surreal lyrics from the late 
1960s. 

But the Beatles belong to respect- 
able British history now, and the 
trust has turned its attention to 
more solid matters. Yesterday it 
opened tbs doors of its latest acquisi- 
tion, 20 Forth] in Hoad, AUerton, 
Liverpool, a small, unremarkable 
council house from the early i gs o q 
which happens to be the childhood 
home of Sir Paul McCartney. 
Wearing a bright red "Official Bea- 

Yesterday the National 
Trust opened the 
doors of its latest 
acquisition, 20 Forthlin 
Road, Liverpool 

ties Fan” button on his lapel - but 
confessing that his adult sons were 
rather keener than he - the director- 
general of the trust, Martin Drury 
explained why the guardians of 
Britain’s historical monuments had 
turned their attention to popular cul- 
ture for the first, and almost cer- 
tainly not the last, time. 

"The definition of what constitutes 
historic interest obviously changes 
with time. It is too early to say 
whether anyone will ever be inter- 
ested in where the Spice Girls used 
to live. But the music of the Beatles 
has more than stood the test of time. 
It has been proven to appeal to sev- 
eral different generations." 

The McCartneys moved to Forth- 
lin Road in 1955, remaining until the 
feme of their elder son became so 
monstrous that they were forced to 
move out in 1964. hi this modest, 
tidy living room were written some 
of the Beaties’ most famous early 
works - "I Saw. Her Standing 
There", “Love Me Do" - as the 
young Lennon and McCartney sat 
trading ripped off guitar licks and 
preposterously original ideas - 
The house has been recreated 


ui McCartney’s childhood 
e Mull of Kintyre’ 

using as much original materia] as 
could be found: most of the doors, 
the lino in the front ball, the Belfast 
sink nrfti the fawinnw mara nn drain- 
pipe which young Paul used to climb 
to get into the bathroom window 
when he had forgotten his keys. 

Where precise restoration has not 
been possible, the trust has made do 
with evocation. It is being helped all 
the time - just hours before yester- 
day’s opening, it received an authen- 
tic 1950s packet of Fairy Snow wash- 
ing powder from a well-wisher. It 
now stands in the kitchen. Local offi- 
cials found a television which came 
from the electrical store owned by 
Brian Epstein's father. Sprigs of lav- 
ender are to be found all over the 
house, in imitation of father Jim 
McCartney's habit of masking the 
smell from his cigarette smoke. 

Completing the atmosphere are 
the splendid black-and-white photo- 
graphs of Bffike McCartney, showing 
his contemplative brother In an 
eclectic mix of classic poses: here, 
sitting on his piano twiddling impa- 
tiently with a pair of drumsticks; 
there, strumming a guitar in the 
back garden underneath a beftily 
bung washing hnp- 

While Paul left to conquer the 
world, Jim stayed and dealt with the 
fell-out. He finally decided that three 
postal vans of letters a day and a 
phalanx of hovering fans were not 
conducive to a quiet life. The bouse 
was transferred to the Jones family, 
who dealt graciously with fens’ que- 
ries for years, before buying the 
property in the 19806 and sailing it to 
the trust in 1996. 

2h many ways it is "Intermediate 
Type Standard Buflding 5”, to give 
the house its official bureaucratic 
label, the first council house to he 
acquired by the National Trust, 
which is tha star of this particular 
show. Liverpool had been devastated 
by war-time bombing and many fam- 
ilies, including the McCartneys, 
were forced to live in prefab accom- 
modation as an emergency measure. 

- But the terraced houses of Forth- 
lin Road were bmlt to last, as can he 
seen by the ebony doorknobs, solid 
brass fittings and wooden sash win- 
dows restored to the McCartney 
home. This was the beginning of 
“You’ve never had it so good” 
Britain, a time cl stolid virtues and 
painstaking reconstruction. 



The young Paul McCartney outside the family home 


The Britain of the 1960s, loose, 
irreverent, iconoclastic, would put 
an end to all that. And Sir Paul 
McCartney certainly played his role. 
Plaudits to the National Trust for 
realising that the voyage from this 
gentle, suburban dwelling to the 


rampant psychedelia of Sgt Pepper 
et al is one of the country's most 
compelling cultural narratives. 

20 Forfhfin fload opens in the public on 
July 29. Visits must be pie-booked bi 
advance on -*44 (0)151 486 4006. 


AVIGNO N FESTIVAL 

Stage events eclipsed 
by those elsewhere 


Ian Shuttleworth finds the fringe and the 
World Cup result more dramatic 


One of the most potentially 
chilling phrases in the 
French language is “d'aprfes" 
- as. for example, in Giulio 
Cesore - spectacle de Romeo 
Caste Hue ci d'apr&s William 
Shakespeare, one of the 
International productions at 
this year's 52nd Avignon 
Festival. 

Brutus's speech over Cae- 
sar’s body is delivered firstly 
in a helium-fuelled chip- 
munk voice, then with a 
vibrator attached to bis 
throat to induce artificial 
tremolo. Antony's response 
Is baiting and croaky. since 
the actor playing him has 
been tracbeotomised; Cas- 
sius changes sex during the 
interval; Stanislavsky wan- 
ders around, looking like 
Christ; a rain of shoes fells 
upon the stage. Ho bum. In 
fairness, the second act con- 
tains some powerful images, 
but is preceded by a first 
half so conceptually 
top-heavy as to be beyond 
redemption. 

Disintegration of society - 
or its reconfiguration in new 
arrangements - is more 
effectively dealt with in Xav- 
ier Durringer’s Surf curs, in 
which the campaign of an 
innocent political candidate 
is first contrasted, then 
intermingled with the deal- 
ings in sex and drugs which 
go on, on a multi-level set 
fronted by two large pools of 
water, literally beneath his 
apartment 

Durringer has a sure touch 
both as writer and director, 
and his social dissection 
spares no class, group or 
political persuasion. How- 
ever, he feels overly com- 
pelled to cover the entire 
waterfront, leading to a 
protracted final phase which 
steers the piece from a kind 
of Our Friends Across The 
Channel into the territory of 
Lindsay Anderson's if 

I regret to admit that, 
cowed as I already was by a 
couple of thunderstorms 
leading first to postpone- 


ment then to the interrup- 
tion and restart from the tap 
of this outdoor production. 1 
gave up taking notes some 
20 minutes alter the natural 
ending to the play and as 
long again before its actual 
ending. 

The festival’s largest and 
most significant venue Is the 
2.000-seat seat Cour 
d’Honneur of the medieval 
Palais des Papes, which the 
state of France wants to buy 
from the town and u’hicb 
hosted this year's opening 


Queen’s ‘We Are 
The Champions 1 
was, that night, 
more socially 
and culturally 
eloquent 
than either 
Shakespeare or 
Sophocles 


show, Jean -Lou is Marti nel- 
li's presentation of Hblder- 
lin's adaptation of Sophocles' 
Ocdipe le Tyran. 

Martinelli's production 
was poorly received and. 
alas, rightly so. Having cho- 
sen to leave the forestage as 
the sole territory. of the 
one-man chorus, he placed 
the bulk of the drama on a 
long, shallow podium resem- 
bling nothing so much as a 
railway platform. Actors 
seemed to have been 
directed to abjure palpable 
emotion in favour of 
oratorical grandeur, to leave 
off acting and concentrate 
on the two-dimensional 
blocking. 

In short, Martinelli all but 
ripped out the empathic 
h uman heart of the play, and 
with it any reason for caring 


about the siniltinn. juMlnui. 
rhetorising figure »>f Charles 
Berlinp's Oedip-. 

The "Festival OfT". as m 
Edinburgh, dwarfs it* hiit 
sister in terms of numbers of 
events, .although unlike ns 
Scottish counterpart, the Off 
seems content with its mvr- 
all subordinate role. This 
year, however, a third ele- 
ment pervaded the ciiliurul 
atmosphere. It fell to Declan 
Donnelkm tu unify these 
currents. 

Drmncllun's pnxhietiun of 
Corneille's Le Cid is char.iL- 
teristi rally clear and fresh, 
innovative without te-in;: 
modish. The murdered 

father of CTitmone patrols 
upstage as she ifnn-rfulh 
portrayed by Surah Karh.is- 
nikoff) tirelessly sues for 
revenge on his killer. h<-r 
beloved Rodrigue. 

Duellists fight each ••Ifn-i' 
in empty air on opposite 
side* of the stage, while 
scenes of dialogue an> played 
out in the spare between 
them. William N. id y lain i> 
uncannily reminiscent of 
Adrian Lester as. in the 
role of Rodrigue - the Cnl 
himself - he shows him sell 
genuinely modest and nuk 
ward at his military tri- 
umphs against the Moors, 
rather than simply nlh-enng 
such modesty for Ins own 
ends. 

But at the curtain call 
after that Sunday's perfor- 
mance. Dounclhm gave him- 
self the most dramatic- words 
of the evening: “France Inns, 
Brasil zero." The main street 
outside was already packi-d 
with seemingly the entire 
population of the Vaucluse 
region, with still more 
thronging in. As an upstairs 
nightclub threw open its 
windows ami blasted nut 
music tu be taken up by 
the jubilant crowd. I wit- 
nessed something I would 
never have considered 
remotely possible: Queen's 
"We Are The Champions" 
was. that night, more* 
socially and culturally elo- 
quent than either Shake- 
speare or Sophocles. 


A mean helping for ‘Dinner’ 


THEATRE 




ALASTAIR MACAULAY 

The Han Who Cane To Dkmr 
Barbican Theatre, London EC2 

It is always tempting to 
make too much of the disap- 
pointment of seeing a lead- 
ing foreign company malting 
a dim job of one of Its coun- 
try's own best theatrical 
products. As part of the Bar- 
bican's “Inventing America" 
season, the famous Steppen- 
wolf Theatre Company of 
Chicago is in London per- 
forming the British stage 
premiere of the famous com- 
edy by Moss Hart and 
George S. Kaufman, The 
Man Who Came to Dinner. 
After the press night, I tele- 
phoned a friend in New 
York. How disappointed she 
had been, she said, by the 
Royal Shakespeare Compa- 
ny's productions of Hamlet 
and Cymbehne in New York. 
In both cases, she left in the 
interval 


' I would have liked to have 
'Teft ~the ^ Stepp enWoif - The' 
Man Who. Came to Dinner in 
the first Interval too, but 
stayed for the sake of the 
play. And gradually it. 
hoisted the production; I 
began occasionally to laugh 
at the jokes. Still, the play 
suffered. 

The central joke of the The 
■ .Man Who Came to Dinner is 
the flamboymit, tyrannical, 

. namedropping, monster 
critic Sheridan Whiteside. 
Be not only conies to dinner 
with a family he scarcely 
knew (the Stanleys); he then 
- having fallen and suppos- 
edly injured himself - also 
stays u n til Christmas, taking 
over the household, threat- 
ening legal action, conspir- 
ing with children against 
parents and staff against 
employers. 

It Js not an easy role. IBs 
secretary, who . loves him, 
finally tells him: “I think 
you are a selfish, petty ego- 
maniac who would see his 
mother burned at the stake 


if that was the only way he 
'comd tight 'his cigarette* * ' 

In the Steppenwolf produc- 
tion, this role is played by 
John Mahoney - who may 
or may not be familiar from 
the TV series of Frasier, and 
who has performed in more 
than 20 Steppenwolf produc- 
tions. His is an obviously 
poor stage performance. In a 
role that is all about bril- 
liantly pithy verbal projec- 
tion, he is only dimly audi- 
ble. Sheridan's inventive 
malice never sounds sponta- 
neous on his bps. Therefore 
the one character who must 
compel attention fails to 
compel it 

Unfortunately, his style is 
very largely the Steppenwolf 
style: unspontaneous, small- 
spirited, small-scale, scarcely 
audible, samey. The play 
begins in a lather of hustle 
and hustle across the stage, 
and it is dismaying to see in 
this production the strenu- 
ous efforts onstage to make 
this funpy: notably an 
unfunny “funny walk" of the 


most tiresome kind from the siveness that ^you love his 
hired nurse. Mr and Mrs ‘ malice - Because he has hot 


Stanley that talk in tinfun- 
nier “fimny voices”; Mr 
Stanley's gets more unfun- 
nily “funnier" throughout 
the evening. The actors all 
seem to love performing, hut 
very few oT them seem to 
love the characters they are 
playing: And so a kind of 
mean misanthropy starts to 
hang in the air. 

The virtues of the staging, 
which is directed by James 
Burrows, lie in speed and 
integration. There is a great 
deal of “business"; it all goes 
like clockwork, and very 
busily. A few roles are hand- 
somely played: above - all, 
that of the visiting English 
thesp Beverly Carlton (a 
very No61 Coward type!, 
bln? acted by Ross Lehman 
with wonderful warmth and 
zest. “Dear girl!" he remarks 
of the actress Lorraine Shel- 
don, “They say she set fire to 
her mother, but I don't 
believe it." Lehman says this 
with such enchanting expan - 


reduced his character to mal- 
ice alone. He only appears in 
the second act, but his 
energy and generosity light 
up the play. 

There are some other 
performances, notably by 
Harriet Harris as Maggie 
Cutler and Shannon Cochran 
as Lorraine Sheldon, which 
are almost marvellous. But 
not quite. A little too much 
of the clockwork becomes 
apparent; the dynamics are 
more brilliant than truthful. 

In their case, the uncon- 
genial Barbican auditorium, 
which dema nd s strong pro- 
jection, may be to blame. 
Some theatre companies - 
for example, the Maly Drama 
Theatre of St Petersburg 
only a fortnight ago - take 
well to it. Steppenwolf seems 
to need a smaller space to 
appear to advantage: and so 
do Hart and Kaufman. 

AJastair Macaulay 



Strenuous efforts to be funny: Shannon Cochran and John Mahoney ^ iwmi 


INTERNATIONAL 

Arts 

Guide 


BONN 


EXHIBITION 

Kunstrnuseutn 

Tat 48-228-776 260 
Parti Pris: more than 400 
photographs by designer Karl 
Lagerfeld, Including portraits, 
architecture and landscapes; to 
Jul 28 


of Modem Art 

9900 

paintings and 
works drawn from 


st’s practice from 
paintings through 
iod to his return to 
} late 1970s and 
1 22 to Novi 


jortraft Gallery 

X) 

foe Sparta, 
painter lan 


Dunsyre in the Pent! and mis. 
GManders has been working there 
since 1993, and the display 
includes a range of ooflaborative 
works - posters, prints and 
postcards; to Nov 29 


GLXMMERGLASS 

OPERA 

Alice Busch Opera Theater, 

Cooperstown 

Tel: 1-607-5472255 

• Falstafh by Verdi. New 
production directed by Lean Major, 
with sets and costumes by John 
Conklin and lighting by Pat Colflns. 
Baritone Stephen Powell sings the 
tide role. The conductor is George 
Manahan; Jul 24 

• Partenope: by Handel New 
production directed by Francisco 
Negrfn, In his GUmmerglass debut, 
and conducted by Harry Bicket 
Cast Includes David Daniels and 
Lisa Saffer in the title rat e; 

Jui 25.28 

• The Mother of Us Alb by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Aldan, with sets by 

Allen Moyer Jul 26 

• Tosca: by PuednL New staging 
by the team responsible for test 
year's Madams Butterfly: director ' 
Marc Lames, sat desigmr Michael 

Yeargan, costume designer 
Constance Hoffman, fighting 

designer Robert Wlercel and 
conductor Stewart Robertson; Jul 
23, 27 


GLYNDEBOURNE 

OPERA 

Gfyndebourne Festival Opera 
Tat 44-1273-815 000 


• Capri ccloi by R. Strauss. 

Revival conducted by Andrew 
Davfe aid directed by John Cox. 
The Countess is sung by Kiri Te 
Kanawa. With the London 
Philharmonic Orchestra; Jul 22. 26 

• Rodelinda: by Handel. New 
production directed by Jean-Marie 
VHiegier. with sets by Nicoles de 
Lajartre and Pascale Cazales. With 
the Orche st ra of the Age of 
Enigbtenmerrt conducted by 
Wtl&am Christie; Jul 24 

• Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Elder in a staging by Peter 
Hall. With the London Philharmonic 
Orchestra. The title rote is sung by 
Elena Pro kina; Jul 23, 25. 28 


LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 

• BBC National Orchestra of 

Wales: world premiere of a 
specialty commissioned work by 
Gerard McBisney. Programme also 
includes works by Prokofiev and 
Ravel. With the BBC National 
Chorus of Wales and Phflharmonia 
Chorus, and bass' Sergei 
Aieksashkin; Jul 26 

• BBC Philharmonic: UK premiere 
of The Shadows of Time by Henri 
Dutifleux, conducted by Yan Pascal 
Tortelier. Programme also includes 
works by Tchaikovsky and 
Poulenc. With the Chester Festival 
Chorus and the London 
Philharmonic Choir, and soloists 
Alison Hagley and Edward 
Bufrowas; JuS22 

• BBC Symphony Orchestra: 
Matthias Bam art conducts the UK 
premiere of Wenrs Propheten, and 


Mahler’s Symphony No. 4 In G 
major. With the BBC Symphony 
Chorus; Jul 26 

• Dresden SteatskapeUe: 
conducted by Bernard Haitink In 
works by Beethoven and Brahms; 
Jul 23 

• Dresden Staatskapelle: 
conducted by Bernard Haitink in 
works by Mozart and Bruckner; 

Jul 24 

• London Sinfdnietla: conducted 
by Markus Stenz in works by 
Ugeti, RJhm and Adams. With 
clarinet soloist Michael Collins; 

Jul 23 

• National Youth Orchestra of 
Scotland: London premiere of 
Capri coo by Rory Boyle, 
conducted by Jun'ichiHirakamL 
Programme also includes works by 
Prokofiev and Berlioz. With piano 
soloist Peter Donohoe; Jul 26 

• Solomon: by Handel. Paul 
McCreesh conducts the Gabrieli 
Consort and Players. Cast includes 
Andreas Scholl and Alison Hagley ; 
Jul 27 

Wigmore Hall 

Tel: 44-171-935 2141 
Rodney Giffry. recital by the 
baritone of a programme Including 
works by Schubert, Schumann and 
Gershwin. Accompanied by Roger 
Vignolas Jul 24 

EXHIBITIONS 
Tate Gallery 
Tel: 44-171-887 B 000 
Lucian Freud: Some New 
Paintings. Mob than 20 recent 
works, many of them completed 
during the last year and never 
before pubildy exhibited in Britain. 
Indudes characteristic, large-6cale 
studio nudes, and portraits of the 


artist's daughters; to Jul 26 

Victoria and Albert Museum 
Tel: 44-171-938 8500 
The Power of the Poster: including 
classic images from the 1 880s and 
1890s as well as the work of 
contemporary designers end 
agendas; to Jul 26 

OPERA 

BBC Proms, Royal Albert Hall 
Tel: 44-171-589 8212 
Falstaff: by Verdi. Semi-staged 
production directed by lan Judge. 
With the Monteverdi Choir and 
Orchestra R6voluHonnaire et 
Romantique conducted by John 
Blot Gardiner; Jul 25 


MUNICH 

OPERA FETIVAL 
Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Die WSnde: by Wagner. 

Conducted by Jun MMd in a 
revival of NJkoiaud Lehnhoffs 
staging. With Placido Domingo; 

Jul 25 

• Don Giovanni: by Mozart. 
Conducted by Peter Schneider in a 
staging by Nicholas Hytner, 
designed by Bob Crawley. Cast 
Includes Alison Hagley; Jul 23 

• Le Nazze di Figaro: by Mozart 
Conducted by Peter Schneider te a 
staging by Dieter Dora designed 
by JDrgen Rose. Cast includes 
Amanda Roocroft and AHson 
Hagley; Jul 26 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 


Schleswig-Holstein Music 
Festival 

Tel: 49-431-567 080 
Philharmonic der Nationen: 
conducted by Justus Frantz in 
works by Liszt and Bartdk. With 
piano soloist Stanislav loudenltch; 
Schloss, Kiel (Jul 23) and 
Deutsches Haus. Ftensburg (Jul 24) 


ST PETERSBURG 

EXHIBITION 

State Hermitage Museum 
French Master Drawings from the 
Pterpoint Morgan Library: featuring 
120 drawings, sketchbooks and 
albums drawn from the library’s 
permanent collections. Highlights 
indude works by Gdzanne, 
Delacroix, Ingres and Poussin; to 
Jul 25 


STUTTGART 

OPERA 

Staatsoper Stuttgart 
Tel: 49-71 1-202090 

• Lady Macbeth of Mtsensk: by 
Shostakovich. Revival conducted 
by Alexander Pofianichko te a 
staging by Johannes Schaaf, with 
sets by Nina Ritter; Jul 24, 26 

# Tosca: by Puccini. New 
production by WHIy Decker, 
conducted by Loth® 1 Zagrosek 
with designs by Wolfgang 
Gussmarm; Jul 24 


TOKYO 

CONCERT 
Surtiory HaH 

Tet 81-3-3584 9999 
NHK Symphony Orchestra: 
conducted by Yuri Simonov in 
works by Glinka. Borodin and 


Tchaikovsky; Jul 22 


VERONA 

OPERA 

Arena di Verona 

Tel: 39-045-800 5151 
www.arena.rt 

• Tosca: by Puccini. New 
production by Quliano Monialdo. 
with sets by Luciano Rieceri. Cast 
includes Ruggero Raimondi and 
the conductor is Angelo Campon, 
Jul 25 

• Un BaHo in Maschera: by Verdi. 
New production by Giullano 
Montaldo with sets by Luaano 
Rtcceri. Conducted by Daniel Oren. 
With Maria Guleghina; Jul 24 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 KHZ 
(403m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

06l30: Moneyline with Lou Dobbs 
13J3& Business Asia 

19£fe World Business Today 
22JXh World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07.07; 0 8:20: 09:20; 
1020; 1120: 11:32: 12:20; 13:20; 
1420, 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens, 
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COMMENT & ANALYSIS 



MARTIN WOLF 


The adversity test 


Fiscal policy is not the worry in Britain. The problem is that 
slower growth is inevitable - and not being prepared for 


Gordon Brown’s 
announcement of the results 
of the government's 
comprehensive spending 
review has brought a rain of 

criticism down upon the 
government's head. Some 
argue that new Labour’s 
profligate spending will ruin 
the economy. They even 
suggest that the fiscal deficit 
will once again explode, as it 
did In the early 1990s. 

Do these complaints make 
sense? The planned rise in 
public spending seems quite 
modest (see chart). 

Moreover, when the 
chancellor presented his 
economic and fiscal strategy 
report last month, he 
forecast that the public 
sector net cash requirement 
(PS NCR) (the new name for 
the old public sector 
borrowing requirement) 
wonld be only 0.5 per cent of 
gross domestic product 
between 20004)1 and 2002-03. 
Corresponding 
cyclically-adjusted PSNCRs 
were close to zero. 

Underlying these forecasts 
were planned spending 
increases of 2% per cent a 
year in real terms from next 
year to the end of the 
parliament They also 
assumed that the economy 
had been at fill! capacity in 
the first half of 1997 and that 
economic growth would be 
1% per cent in 1996-99 and 2 
per cent In 1999-2000, before 
reaching the trend rate of 234 
per cent in 200001. 

The question is whether 
these assumption are 
seriously over-optimistic. 
Much the mast important j 
possibility concerns the 
ootpat gap - the relation 
between actual output and 
the level of output consistent 
with keeping inflation 
stable. The Treasury itself 
looked at whether the 
economy was 1% percentage 
points above potential in the 
first half of 1997. On that 
assump tion, the 


cyclically-adjusted PSNCR 
turns out to be a little over l 
per cent of GDP. But the 
chancellor would still meet 
his two objectives: a balance 
in the current budget over 
the cycle and a ratio of net 
public debt to GDP Ming 
towards 40 per cent 
Is even the more 
pessimistic alternative 
assumption about capacity 
still too favourable? In its 
latest Economic Outlook, the 
Organisation for Economic 
Co-operation and 
Development says no. Its 
estimate of the output gap 
for 1997 was 0.3 per cent in 
1997 and zero in 1998: output 
was slightly above potential 
last year and is expected be 
at potential this year. 

The OECD is Itself too 
optimistic. The chief reason 
for believing this is the rise 
in pay inflation: earnings In 
the private sector have 
recently been growing at an 
underlying rate of 6-2 per 
cent, well above the rate 
consistent with the inflation 
target of 2.5 per cent Private 
sector pay inflation started 
to rise when unemployment , 
was between 7 and 8 per 
cent, on the claimant count 


during 1995 and 1996. 

If the economy was dose 
to full capacity hack then, it 
is probably between 1 per 
cent and 2 per cent above it 
now. But it is not even close 

to being in as overheated a 

state as it was back in the 
late 1980s. 

In 1988, argues the OECD, 
the economy was operating . 
at no less than 6.4 per cent 
above potentiaL If output is 
that much above potential 
now, then the trend rate of 
growth over the past decade 
can only have been 1.7 per 
cent, at best (compared with 
the 236 per cent generally 
estimated). Anyone who 

Wishes to main* that nlaim 

must assert that the 
Thatcherite economic 
reforms of the 1980s and 
1990s achieved nothing 
whatsoever . 

On plausible assumptions, 
therefore, the government 
wm be running a 
cyclically-adjusted PSNCR of 
only around 1 par cent of 
GDP from next year. This is 
not as good as it suggests, 
but it is not wo rr y ing. 

Far more disturbing than 
these fiscal prospects Is the 
nature of the coming 


slowdown and the lack of 
public awareness of its 
immlnenca Suppose output 
is indeed between 1 per cent 
and 2 per cent above 
potential and that pay 
Inflation will continue to 
rise so long as it continues 
to be so. This means output 
must be reduced below 
potential. Moreover, the 
longer it takes to achieve 
this the longer the period of 
below capacity output 
needed to bring inflation 
back to the target 
If output is already this Ear 
above potential. Treasury 
growth assumptions are too 
optimistic. They Imply a 
cumulative shortfall in 
growth compared with what 
could be achieved, of only~% 
per cent of GDP. More 
plausibly a cumulative 

shorten of between 2 and 4 
per cent of GDP is needed, 
depending on the 


subjectto international 

competition than would 
otherwise be. the c^se. The 
gove rnment' s spe ndin g . 
policy will alts- the 
distribution of the pain, 
shielding the public sector . 
and those dependent upon It 
while inflicting pain on 
those engaged in the private 
sector. That is what 
economic slowdowns 
normally da 

Equally normal are howls 
of pain from private 
business and trades' unions 


LETTERS TO THI3DXTQR 




A much-needed public 
face for Europe 


Gordon Brown 1 * cauSoas plans 

PercentofGOP 


Total managed mpeniBue 
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'SiattiW Treasury 


to changes in 

unemployment, if inflation is 
to be brought back to target. 

How the slowdown Is 
delivered depends an the 
actions of the monetary 
policy committee of the • 
Bn pV of England, the 
pwhang ti rate and other 
imponderables. One scenario 
might be growth of 2 per 
cent in 1898, then 1 per cent 
in 1999 and 2000, 1% per cent 
in 2001 and a brief period of 
above 236 pa- cent in 
subsequent years. What 
might this mean for the 
public finances? On 
plausible assumptions, the 
PSNCR would rise to above 3 
per cent of GDP by 2001, 
with 1 percentage point of 
this being the structural 
deficit and 2 percentage 
points the cyclical deficit 

A slowdown Is now 
virtually certain: it can be 
| short and sharp or slow and 
prolonged. Either way the 
public finances wjDQ 

deteriorate. But, provided 

the chancellor avoids 
significant further increase 
in discretionary spending or 

tax cuts - which ruined the 
finances in the early 1990s - 
the fiscal position should be 

managmahto- 

How then will the planned 
spending increases affect the 
slowdown? If fiscal policy Is 
going to be neutral from 
1999-2000, as the Treasury 
forecasts, the tightening 
comes from the monetary 
side. This, in turn, means a 

hi g her ratehang t* rate and 

more damage to businesses 


the private sector. But the 
government will be able to 
give public sector employees 
somewhat more generous 
pay increases: since 1998 
public sector pay declined 10 

per cent relative to pay in 
the private sector. In the 

coaniog slowdown this 
pattern is likely to reverse. 

In sum, because the 
economy is now operating at 
above the level consistent 
with stable inflation, the 
public finances are less 
robust than the chancellor 

suggests. None the less, the 
tight control exercised over 
the government’s first two 
years and the modest growth 
rates for underlying 
spending mean that thp 
chancellor should meet his 
principal objectives, without 
tax increases. 

Yet Mr Brown is almost 
certainly at the limit of what 
is feasible. Further increases 
to discretionary spending 
would necessitate tax 
increases or subsequent 
sp ending cats. A bad cyclical 
downturn might generate a 
fiscal position that looked 
sufficiently frightening to 
force fiscal adjustment 

A1 the same, the public 
finances are not the chief 
worry. What is more 
disturbing is the failure to 
prepare the country for the 
looming slowdown, which is 

likely to be deeper or more 
prolonged than people 
imagine. It will be nothing 
like as had as it was in the 
early 198Ds or early 1990s. 

But unemployment win rise 
substantially, which will 
shake the government badly. 

The mettle of a 
government «nri a chancellor 
becomes obvious only in 
adversity. Adversity is now 
on the way, in the form of 
rising unemployment. The 
world will soon see what 
new Labour is made of. 


From Mr John Szemerey. 

■ Sfr, Lionel Barber hits the 
nail on the head . with , bis 
perceptive article about the. 
flbflngtng balance of power 
in the different Councils of 
■Ministers (“Move ova:, Met- 
ternich", July 16). The real 
power in Europe is at the top 
- heads of state and. of gov-, 
eminent --and In the hands 
of the holders of the puree 
strings. 

What can. change this and 

put power back into the 

Tian8«t of the foreig n mmfe - 

ters is when the secretary- 
general of the Council of 
Minis ters is given his. new 
powers under the, Amster- 
dam Treaty and appointed as 
the new High Representative 
for the foreign and 

.security policy - In other 
worts, a roving Mr Europe. 

Although he or she win 
often work alongside - the 
current president of the 
council (the. foreign minister 
hnirifog the rotating chair of 
the Council), he or she will 
remain, while the president 
will change every six 
mouths. The same face will 
constantly represent the 


European Union - and as. 

. his/her workload and his 
authority increases he/fehe I 
win more and -more By in I 
■ trouble spots to Europe and, 
neighbouring countries. a& 
the Eds troubleshooter. . - 
ft depends on the Council 
of Miniates it the' present 
secretary-general is reap- 
pointed or if someone new - 
and eminent polfflrtan or a 
top diplomat — is appointed 
in plflPA thisautunm. 

It te.to be.hqped .that . the 
council has the ccrarage to 
choose a -weftfemrAn ptifiti- 
cal 'personality .far this 
important Job/sofoeone who 
wifi, speak but both at coun- 
cil meetings and bn* mis- 
sions- Whoever' is chosen 
will hd in 'a position to 
ensure that Europe speaks 
with a coherent and credible 
voice in world affairs, . in 
place of ha present u w3twe. 
won't will we, .wont we?” 
policies, and Will' provide 
Europe with a mnchneeded 
public lace. 


Something in 
return for 
Germany 


Fran Mr Ostrich Toepfer. 

Sir, When the : two Ger- 
'.nutoys were reunited France 
frit that, by the traditional 
logic of its foreign policy, it 
was 7 eu titled to compensa- 
tion. V 

So Gernuusy.was ,asfced to 
fflemnHii its- sound and suc- 
cessful currency. 

'. Now that France has won 
'the football World Cu$ and 
Germany has been bumUK 
ated shouldn’t we, . by the 
Stone logic; be' getting some- 
tfrftig in return?: . 

‘:Fre6fltarit Chirac gave us a 
taste of bow France can sab- 
otage'* stable euro when 
Wtm Duiwmberg Was nomi- ! 
noted as president of the 
European 'Central Bank.' 

.■ TO^ if France; to make 
hmetudb for having had Its-: 
triumph! , renounced any 
eudaavoai$ to turn the euro 
into a jsqft,'.- French-style 
money? - - 


John Szemerey, 

76 Mamixlaan. ... . 

B-3090 Overlfse, Belgium 


'Dietrich Toepfer, 
Kroogbtocke 44, 
22119 Hamburg, ' 
Germany 


No moral basis for stance on British rule 


From Mr Cary Kent 

Sir, Martin Galvin, the ex- 
Noraid chief; asserts that the 
“Irish people have a moral 
right to resist British rule” . 
(“Former chief of Noraid- 
backs TRA peace rebels”, 
July 18-19). 

Now that more than 80 per 
cent of the people, voting 


simultaneously in the refer- 
endum* In Ire Land, "have . 
endorsed .the Good Friday 
agreement, what Mr Galvin 
is really supporting is the 
right of a small minority' in .’ 
Ireland to enforce, its view 
on the majority. 

It is My Galvin who has no t 
moral basis far. his support 


far republican grams which 
refuse to -accept" the (food 
Friday agreement and its 
democratic mandate. 


Gary Kent, 
chair, JWw Dialogue, 

22 Westwood Avenue, 
MOddlesbrough, 
Cleveland TS5 5FY. UK 


Oxford’s internet degrees not; immediate option 


From Dr G&tffrey Thomas. manly on undergraduate led your readers on this, 
Sfr,.I wa&pleased that you. certificate' and diploma pro- p^it ' ' 
picked up on the new devel- grammes plus non-award - . 
opments going on in this hearing anuses aimed at the Geoftrey Thomas, 
department using the Inter- professions.. The . piece .feiyerstty of Oxford, : 
net to widen access (“Oxford acknowledges that it may * Dep a rtment for tkmnhirfng ‘ 
to offer degree courses over well be five years before any Education, 7 
internet”, July 20). However, full degree courses are BeWIey House, 

I should stress that at this offered an tife internet but. .1 Woffington Squire, V'*’ 

stage we are working pri- your heaeffinamay Jjiave mis-^^hrfdrd OXl 2JA,UK 


Number One Southwark Bridge, London :SEl ?tiL 
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WS am kwn to oncouaga loom trom raadare wrtJwtta. Lattes mv to taflri to +44 171-873 sq38 {sat to* to ■flna'). anal: 
la>te3^ijta«tc^ PubaahadtelOTOTBte Bi M*BCteoa VieFT webBliB. Ntjt^*vrw.FT.oorn Tr on aMon may te evtetxe far . 
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Until recently, Italy seemed to have found a ylrtuous circle- of growth and political cata - ; = 
Now, says James Blitz, the drde is,bekig;p/vken . 


w omano Prodi, 
1 M Italy's prime min- 
- ■ ister, is heading 
JL for a rough 
autumn. The problem is not 
only that bane of his life, the 
Reconstructed Communists 
on wham his centre-left gov- 
ernment relies for its parlia- 
mentary majority (the party 
has helped precipitate yet 
another no-confidence vote 
but Mr Prodi is expected to 
survive it). Rather, the 
immediate concern is the 
state of the economy. 

Two months ago, the gov- 
ernment was being hailed 
far turning around the Itak 
ian public finances, bringing 
inflation down to a 30-year 
low, and keeping control of 
the massive debt burden. 
Most of those achievements 
are still intact. But a big 
question mark is hovering 
over the outlook for growth 
this year. Suddenly, after the 
landmark achievement of 
joining economic and mone- 
tary union, Italy looks set to 
have the most sluggish econ- 
omy in the Euro-zone in 
1998, growing much more 
slowly than France, Ger- 
many, and even Spain. 

Concern about growth was 
triggered recently when it 
emerged that gross domestic 
product had contracted by 
0 j per cart in the first quar- 
ter of the year against the 
last three months of 1997. 
While the economies of 
France, Germany and the 
Netherlands grew: by some 
3.5 per cent over the 12 
months to April,' the Italian 
economy grew fay 2.5 per 
cent 

A spate, of figures since 
then - showing an increase 
in unemployment and uncer- 
tain industrial production -. 
have darkened the -mood. In 
April, the treasury was fore- 
casting GDP growth this 
year of SL5 per cent Mr Pro- . 
di's chief economic adviser 
revised this to 2J2 per cent 
On Monday, IRS, a leading 
economics institute, forecast 
2.9 per cent. Even Carlo 
i Azegllo Ciampi, normally 
the most confident of trea- 
sury ministers, lamented 
“we’re now -the country in 
Europe with the slowest 
growth". 

Why is this happ ening ? 
Some .economists insist that 
the economy raay pick up; 
significantly from the second 
half of this year; Others are 
pessimistic. RIccardo' Barhi- 1 
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eri, economic analyst at Mor- 
gan Stanley in London, says 
Italian consumers - may be 
mere confident than at any 
time since 1992 and that 
investment .may -be picking 
up, Tbttt file -trend rate OT 
g ro w th 1» taming out to be 
much, lower than people had 
expected”. 

Three factors are acting^as 
a brake an the economy. One 
is the winding down of a 
one-off scheme under which. 
Italians got a subsidy to buy 
a new car vrtiea trading M 
their oM one: . The govetn,- 
mortt introduced the m4n»m» 


rates about 1 17(f basis points 
Above those- of Germany; 
despite constant- «mrpTatni« 
from ministers a stable 
inflation outlook means 
there is no. need to pay 
Italy's traditional “inflation 
pranium”. As a result, many 
companies are postponing 
busfaessderisionsnntnital- 
.laxL and German ' rates 
become the same in January. 

Third, the Asian crisis 
appears to be. taking a bigger 
toll oh Italy than on other 
-European Dhlon states. Italy 
is more vulnerable than the 
rest became it is a big pro- 


One of the big questions 
is whether the lack of 


political direction wiH start to 
take a toll on business 


in 1996. as part of its last 
tasraising Heave to get Italy 
into the riztgfe currency, to 
ensure , the counfry did not 
go into recession while taxes 
were going up yet again. 
Phasing it out la 'taking a 
significant toll on car sales 
with knock-on effects on 
industrial production. Those 
who- argued that Italy’s 
Maastrlcht-meeting mea- 
sures 'would came back to 
cause trouble have been par- 
tially vindicated. .. 

Another- drag is. the Bank 
of Italy's ^ tigtt-rapietuy pol- 
icy. Antonio Fazio, the 
Bank’s governor, is -keeping 


ddeer of clothing and tex- 
tiles - as are the the south- 
east Asian, economies. The 
devaluation of fer east cur- 
rencies has damaged Italian 
exports .to the region anri 
. to a sharp ' increase In 
.imparts. 

None of these difficulties 
. is structural, and they are 
unlikely to pose long-term 
problems. There are con-' 
cems, however, that more 
■' 'deep-seated 'problems are 
restraining economic, 
growth; espeoftUy now that 
Ehe govenunent has lost the 
power to increase exports by 
competitive devaluation..' 


„■ There are several 'struc- 
; tural problems. .Entry into 

- Ekau has. imposed an extra, 
.btedenof tax and social con- 
tributions <m employers, the 

.. overall lefosts of which aire 
; ’how' roughly equivalent to 
basic salaries. Italy has a 
(ironically Inefficient public 
' administration which adds 
significantly to the costs of 
doing business. .It. still has, 
; one of the most rigid' labour 
maricets in Europe. And its 
banking system; despite , 
recent. . consolidation,- 
remalns overmanned. ’ 

Borne of these problems - 
such as the high, tax burden . 
- are hb.woiM' for italiatf ; 
companies than they are for 
French ones. But taken . 
together, they add op to a 
bigger drag on competitive-’ 
ness than ia.found in many ‘ 

. other ED states. -. 

■ Now that Italy has joined • 
.Emu, Mr Prodi. has* made 
dear that his central objec- 
tive ts to tackle these prob- 
lems. But the political diffi- 
culties he is encountering 
with the Reconstructed Com- 
' munists have dragged the 
reform process to a halt. Mr 
Ehxti would like to cut pen- 
sions pay-outs to - reduce the 
tax burden; but -the Commu- 
nists object. He is developing 
a programme of selective 
investment for the impover- 
ished south but the Commu- 
nists how ■ want a full- 
blooded job creation scheme. 
The country desperately 
needs moire labour , flexibil- 
ity. The Communists are 
dehiandlng — and' getting — - 
legisla t ion to Introduce a 35- 
■ hour .week. 

. One of the big questihns 
feeing Italy is whether this 
'lack of political direction 
will start to take a toll on 
business. The figures for the 
outflow of foreign . direct 1 
. investment by Italian. cornpa L . 

. nies are .worr yin g, in 1996, 
net' outflows were L9,5Q0bn - 
(S5.3bn). In 1997, they had 
nearly doubled to Ll8,0006n 
W- 9 Per cent of GDP), “ital- - 7 
ian companies are finding ft 
easier to move their ^ business 
elseiriusre,” says Mr Barbieri 
of Morgan Stanley. “They 
are getting more and more" 
troubled by toe lack of politi- 
cal momentum." In short, 
tte costs of having; the 
Re constru cted Communists' 
in -gov«Tunent can only : rise ’ 

- eapeciaDy if they precipf- 
tate a crisis la toe coming 
autumn. 
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The warning was clear in 
yesterday’s congressional testi- 
mony . Cram Alan Greenspan, 
chairman of the Federal Reserve. 
Tight labour markets and domes- 
tically generated inflation are a 
greater risk for the US than defla- 
tionary pressures from Ada. 

As always there were offs ettin g 
comments in Mr Greenspan's 
painfully even-handed remarks. 
He stressed that the extraordi- 
nary performance of the US econ- 
omy has continued this year. 
Growth in output and employ- 
ment has continued to co-exist 
with low inflation. Though out- 
put has slowed in the second 
quarter from the 5.4 per cent 
annual rate in the preceding 
three months, that is in part due 
to the temporary effects from 
stockpiling at the start of the 
year and the General Motors 
strike. 

The Federal Reserve's central 
forecast is for growth in the 
range S-3% per cent this year, 
slowing to 2-2V4 in 1999. That 
seems both plausible and 
unthreatening'. More worrying is 
the warning that higher interest 
rates may be necessary to dose 
the gap between labour demand 
and labour supply. The Fed 
expects unemployment to remain 
below 5 per cent this year and 
next. And these have been only 
two months since the start of 
1997 in which employment in the 
non-farm economy has grown by 
less than 200.000.. 

Despite the return to the 
labour market of many previ- 
ously discouraged workers, Mr 
Greenspan is clearly uneasy 
about a drying up of what he 
called “the reservoir of unem- 
ployed people available to work”. 
The annual rate of hourly earn- 
ings growth in the three months 
to June was 42 per cent Though 
productivity gains have been 


healthy, it will take a drop in 
earnings growth to bring the two 
trends into line. “It would not be 
prudent to assume.** be said, 
“that even strongly rising pro- 
ductivity, by itself; can ensure a 
nun-inflationary fu tur e. " 

Only a slowing economy can 
achieve that. Whether or not this 
requires an Interest rate rise. Mr 
Greenspan said, remains an open 
question. But if employment 
growth does not slow of the econ- 
omy’s own accord, firm action by 
the Federal Reserve may be 
required. 

What could make Fed action 
unnecessary? The important dis- 
inflationary pressure in the econ- 
omy is the result of weakness in 
Asia. While domestic demand 
been buoyed by strong consumer 
spending and business invest- 
ment spurred on by the strength 
of the stock market, foreign 
demand for US goods has col- 
lapsed . The service sector has 
seen juice Increases above 3 per 
rent thia year white in manufac- 
turing they have been dose to 
zero. 

With little sign of the green 
shoots of recovery in Asia, the 
region will continue to exert a 
rfinnp m lng effect (HI the US. The 
full effect has not been seen yet, 
Mr Greenspan said - but it would 
only be temporary. Indeed, a 
turnaround in Asia’s fortunes 
and a sharp fail in the dollar 
could quickly reverse the Ameri- 
can virtuous circle. 

In Mprr-h, as thp Acton crisis 
appeared to ease, the Fed sig- 
nalled a renewed emphasis on 
file threat of domestic inflation 
With the US economy slowing 
and Asia fragile once again, 
many investors had thought the 
threat of higher US interest rates 
had passed. Yesterday’s testi- 
mony gave them reason to think 

a gain 
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Korean tangle 


It is rare for Microsoft to be 
outmanoeuvred in a business 
deal Such a rebuff is even more 
unusual hi a faltering economy 
that is desperate to woo foreign 
corporate investors, after decades 
of giving them the cold shoulder. 
Yet that is the curious story of 
the US software group’s failure 
this week to acquire a stake in 
Hangul and Computer (Hancom), 
South Korea’s leading software 
producer. 

Hancom’s top management was 
eager to do the deal. But it was 
thwarted by an emotional public 
outcry, which turned the affair 
into a national issue. The compa- 
ny’s president was forced to 
resign, paving the way for a take- 
over by a consortium of local 
Investors. Exit Microsoft 

At first glance, all this sounds 
suspiciously like a resurgence of 
the xenophobia for which Korea 
has long been notorious. But the 
circumstances are exceptional 
Hancom’s fate evoked strong feel- 
ings, partly because it is the 
main supplier of Korean- 
language software. Microsoft’s 
Insistence that the company stop 
upgrading it offended popular 
sensitivities, as well as angering 
computer users. 

Fears of Microsoft's market 
dominance also played a role. 


Korea’s Fair Trade Cammissian 
should properly have been left to 
investigate such issues: that it 
did not Is hardly inline with the 
government’s recent pledges to 
enfo r ce anti-trust roles more rig- 
orously. But Hancom's precari- 
ous ffnnnfriq ] hpaith — due partly 
to widespread local piracy of its 
products - could have led it to 
collapse before an investigation 
was completed. 

ft would perhaps be unfair to 
generalise too much from this 
one incident After a slow start, 
more foreign acquisitions are 
occurring in Korea, without pro- 
voking a popular backlash. But 
US investors have so far been 
less active than European ones, 
probably because they feel less 
comfortable dealing with the 
country’s highly unionised 
labour force and Byzantine share- 
holding structures. 

If Korea is to attract the for- 
eign Investment cm which its eco- 
nomic recovery hinges, the gov- 
ernment must go out of its way 
to overcome such reservations. 
That means enforcing firmly the 
rule of law, ensuring fair busi- 
ness practices and keeping its 
market open to foreign capital 
Korea can probably get away 
with one Hancomstyie affair. It 
cannot afford a string of them. 




The general’s test 


Nigerians have learnt to be 
sceptical. Their country's history 
shows that there is no more 
ardent an advocate of democracy 
than a general who intends to 
riing to power. If General Abdul- 
salam Abubakar, the country’s 
new military leader, is to prove 
an exception, his plan to return 
the country to civilian rule must 
first pass some tough tests. 

As expected, in Monday night’s 
broadcast Gen Abubakar 
scrapped the country's five dis- 
credited political parties, and 
pledged fresh elections early next 
year, before a handover cm May 
29. This extends by eight months 
the timetable set by his predeces- 
sor, Gen Sani Abacha, but with 
good reason. 

Forming new parties, selecting 
candidates, and ensuring free and 
fair elections Is a formidable task 
in a country of more than lOOru 
people, ruled by the army for aB 
but four of the last SO years. 

Gen Abubakar should have 
j-»nne a step further, and provided 
for a proper review of the 1935 
constitution, which was drawn 
up by delegates handpicked by 
the Abacha regime and has yet to 
be published. 

Nigerians nevertheless have 
their i«ng awaited opportunity to 
elect a representative govern- 
ment Now Gen Abubakar has to 


win the confidence of the elector- 
ate. Releasing political prisoners 
has been a good start, and his 
invitations to the UN and others 
to monitor the elections is fur- 
ther reassurance. 

But the first test of General 
Abubakar's plan will come when 
be names the members of the 
independent electoral commis- 
sion and file cabinet The selec- 
tion must show the brpadbased 
administration he has promised, 
cue which wins the blessing of 
retired General Olusegun Oba- 
sanjo, the forma- military leader 
who presided over the handover 
to civilian rule in 1979. 

Gen Abubakar’s toughest chal- 
lenge, however, win be the battle 
against the corruption that is 
crippling Nigeria. He must begin 
by abolishing the two-tier foreign 
exchange system which provides 
dollars at a discount to the mili- 
tary and its cronies. 

And he must press ahead with 
privatisation of the oil sector, the 
state’s main main source of 
patronage, a move certain to 
encounter strong resistance from 
senior army offi c e r s. 

The success of the transition to 
democracy could well rest on the 
outcome: for if Gen Abubakar 
cannot tackle corruption, the 
promised civilian government 
will inherit a poisoned chalica 


COMMENT & ANALYSIS 

Can Japan keep 1 1 carmakers? 

Global alliances among its rivals abroad and deepening recession at home have made the 
Japanese car industry ripe for consolidation. Haig Simonian looks ahead 



A nyone looking for the 
next mega-merger or 
international corpo- 
rate restructuring 
might cast an eye on Japan’s 
automobile companies. Few car- 
makexs - indeed, few manufac- 
turers of any kind - have bigger 
problems, or a greater need to 
consolidate. That does not neces- 
sarily mean mergers must hap- 
pen - things never seem to go as 
predicted - but they look, at 
least, hard to avoid. 

Two big trends are converging 
an the industry- The first is the 
consolidation that is affecting 
carmakers around the world: 
since Daimler-Benz astonished its 
rivals with plans to buy Chrysler, 
thp rumour win yin* gone into 
(excuse the term) overdrive. 

The other is the restructuring 
of the Japanese economy. If the 
economy is to become more 
“western’’, more concerned about 
return on capital employed 
(admittedly, still a big if), then 
inefficient companies will either 
be taken over or go under. Japan 
ii car and truck companies 
(the much bigger US market has 
three local car makers and three 
local truck makers). 

Japan’s are not all In shape to 
survive: the industry runs the 
gamut from companies that are 
internationally competitive to 
those inefficient even by local 
standards. The problems in the 
domestic economy are widening 
the gap between the best and the 
worst 

| The first category Includes 
Toyota, Japan's largest car 
maker, »nH Honda. Despite fan , 
tag sales at home, both saw prof- 
its rise substantially last year. 
Both are now increasing exports 
sharply timnim to the failing yen. 

But for Nissan and Mitsubishi, 
finding a stronger partner may 
be the only alternative to chronic 
decline or. just possibly, spectac- 
ular bankruptcy. Nissan is 
already talking to Daimler-Benz 
about s elling its controlling stake 
in Nissan Diesel, a big truck- 
making subsidiary. Some Nissan 
managers have even hinted they 
would not mind a full-blown 
merger to make Nissan the miss- 
ing Asian link for the transatlan- 
tic DaimleiGhrysler duo. 

The problems for all Japan’s 
carmakers start with the local 
market The past 18 months have 
been brutal. Sales of new passen- 
ger cars fell by A9 per cent to 
5.1m last year - the first drop in 
four years. Sales in the first five 
months of this year were even 
worse - more than 15 per cent 
below last year. 

Nissan, the second biggest pro- 
ducer, and Mitsubishi, the num- 
ber four, are most vulnerable. 
Nissan’s sales dropped by 6.6 per 
cent last year; Mitsubishi’s were 
9.6 per cart down. But not even 
Toyota and Honda were spared. 
Mighty Toyota, the world's 
fourth-biggest car company 
which commands about 40 per 
cent of its home market, slid by 
6.1 pa cent Honda was roughly 
stable. 

Exports are helping less than 
usual because of economic tur- 
ipflii in neighbouring Asian coun- 
tries. Sales in Thailand. Malaysia 
and Indonesia - former fast 
growing markets dominated by 
the Japanese - have slumped. 
Honda’s output in Thailand is 
down by two-thirds. Others have 
suspended production altogether 
for limited periods. 

The decline in sales has 
affected Nissan and Mitsubishi 
more than their rivals because 
they bear the legacy of empire 
budding in the past to «pand 


Little Emilio 
changes course 

When Emfflo Azcfirraga Jean 
inherited Tetevfsa a year ago, the 
29-year-okl college dropout 
needed all ths help he could get 
Hb lather, Em Mo “B Tig re" 
Azc&raga M3mo, had died 
unexpectedly, leaving a legacy of 
debt aid family feuds that 
threatened to tea- the Mexican 
media empire apart 

“Little Emilio" has survived as 
chairman arid chief executive, 
largely due to the offices of his 
older cousin, Alejandro Burrfflo, 
who raffled the family behind the 
young heir, paid off the late 
tycoon's ax-wfves, aid mtailed 
. himself at Televisa as 
vice-president head of 
international affairs, arid "special 
adviser* to tin chairman. 

Now It's payback time. Televisa 
Is poised to announce iiwBI take a 
minority stake in a 
t^ecommunications ventre 
headed by Bunlto. 168 company, 
Pegesa has pekf $256m for a 
wireless telephony licence and last 
week announced a joint venture 
US mobile telecom outfit 
Qualcomm. PegaB&OualcaTtfn wll 
need at least $8Q0m to compete 
with a flood of new telecom 
operators in Mexico, so Televisa's 
cash will come in handy. 

Televisa's minority shareholders 
are furious. They see DUe sense in 
a group which has been shedding 
staff and peripheral businesses in a 
bid to become teener and more 


Internationally. Nissan was 
barely recovering from chronic 
losses in the early 1990s before 
the latest crisis struck. 

Its problems have been exacer- 
bated by a lacklustre range, 
partly the result of financial con- 
straints on developing new mod- 
els. To cap It all, a wheeze to 
boost US sales by offering cheap 
leases backfired when the value 
of the care Nissan was committed 
to buy back from customers fell 
below expectations. The com- 
bined effect was a Y14bn (SlOOm) 
group net loss last year - the 
fourth time the group has been in 
the red in the past five years. 
Mitsubishi, which has had a 
more solid profits record, lost 
Yi02hn, its first loss in 12 years. 

In contrast, Toyota and Honda 
have increased net profits by 18 
per cent, Toyota to a record 
Y454bn last year, Honda to 
Y261bn. 

In terms of profits per vehicle, 
the difference between leaders 
and laggards was striking. Mitsor 
bifihi lost $670 a vehicle: Nissan, 
$66. Toyota made just over $1,000 
pa vehicle and Honda more than 
$L600- 

Much erf Toyota's and Honda's 
ability to resist recession at home 
came from success in selling 
more vehicles in Europe and 
America, where demand is buoy- 
ant 

In Europe, where they already 
produce some models, both com- 
panies are expanding factories or 
building new ernes to target the 
crucial market for small hatch- 
backs, like Ford’s Fiesta. Last 
week, Toyota announced it would 
spend £l0m an a new design cen- 
tre in France's C6te d'Azur to 
make future care even more pal- 
atable to European taste. 

In the US, where locally built 
Japanese models account for a 
sizeable chunk of the conven- 
tional passenger car market, 
Toyota’s and Honda's sights are 
on pick-up trucks, sports utility 


focused suddenly making a foray 
into telecommunications. 

No one questions the chairman’s 
debt to his cousin, but raiding the 
company treasury to bade a costly 
gamble could backfire against the 
Azcarraga dan. 

Gro bags boffin 

Gro Harlem Brundtland, the former 
Norwegian premier, is wasting no 
time in dishing out the medicine at 
the World Health Organisation. The 
former doctor took over the case 
yesterday and named nine 
executive directors - only two from 
within the sickly United Nations 
agency. 

One of the nine Is straight out of 

the pharmaceuticals Industry - 
Michael Schoitz. an organic 
chemist from SmKhKHne Beecftam 
who used to work for Oba-Geigy, 
takes charge of health technology 
and tfrugs. SB and the WHO are 
already well acquainted - they’re In 
a 20-year, $1.5bn tie-up to wipe 
out elephantiasis. 

The dear-out of the top brass 
who saved her predecessor, the 
unpopular Dr Hiroshi Nakajima of 
Japan, is a striking response to 
critics who accuse the WHO of an 
anti-business mindset, seeing 
profits as inimical to public health. 

Another innovation from 
Norway’s “Iron lady" is that senior 
staff wM have to abide by a new 
code of conduct for disclosing 
their personal and business 
Interests, ahead of a UN-wide 
code currently grinding through the 
ramshackle or ga n isa tion, ff the 


vehicles and mini vans (known as 
people camera in Europe). 

Such “light trucks" form the 
fastest growing and most profit- 
able slice of the US market and 
have, until recently, been the 
almost exclusive preserve of 
America's ‘'Big Three" domestic 
carmakers. Toyota has revealed 
plans to take on Motown with its 
beefy TL50 pick-up and a sports 
utility vehicle. Honda is develop- 
ing a bigger version of its hugely 
successful C-RV sports utility 
vehicle to cater to US buyers' 
demand for more such behem- 
oths. 


Nissan’s problem is 
that it may be too 
big for a domestic 
rival to swallow and 
too big to fail 

The trouble is that weaker 
manufacturers cannot afford the 
big investment that brand new 
products require. So while 
Toyota and Honda are hatching 
bold plans abroad, the talk at 
Nissan and Mitsubishi is of con- 
traction. Both are having to cut 
costs, sell assets and simplify 
their ranges to staunch losses. 

Mitsubishi is cutting the num- 
ber of basic engineering struc- 
tures, called platforms, on which 
its models are hunt to six from 12 
to save development and manu- 
facturing costs. It also wants to 
sell about Y2,OOObn of assets to 
lower debts. Such moves should 
reduce losses to Y26bn this year. 
Last week, the company said it 
would bring forward 2,000 redun- 
dancies planned for next year to 
accelerate its restructuring. 

Nissan’s surgery cuts even 
deeper. Yosbikazu Hanawa. its 
president, says its platforms will 


WHO is going to cosy up to big 
business, that sounds like a wise 
precaution. 

Has Beanies 

US Customs seems to be In two 
minds about what to do with 
American trade representative 
Charlene Barshefsky's iflegai 
imports. 

Bershefsky bought 40 Beanie 
Baby dolls In Beijing while she was 
swarming wound with President 
Bill Clinton teiKng China to 
liberalise fts trade regime. She 
hadn’t noticed that Ty, which 
makes the cuddly creatures, had 
cut a deal with customs back 
home that famBies entering the US 
be restricted to one Bsante each: 
they're so much cheaper overseas 

that travellers had been bringing 
them in by the bagful 

Under the rules, the dolls should 
have been burned, but Customs 
has shown a remarkable reluctance 
to frazzle the Be$ng 40 and 
different spokesmen have been 
saying different things about their 
fate. There seems to be 
embarrassment among customs 
officials over such a big fish 
swimming into their net 

The Beanie Baby Rmtt has now 
been raised to 30 par famfiy, 
though that isn’t retrospective even 
tor senior government officials. 

One spokesman said ft was inland 
to blame Barehefsky for net 
knowing about the Beanie Baby 
rule - regulations were so complex 
that even he couldn’t keep track. 

Next time the US calls for clarity 


fall from 24 to five by 2005. 
Together with asset sales, group 
net liabilities, which ballooned 
during the heady international 
growth phase, should fall to 
YS^OObn. 


including defensive mergers to 
reduce capacity and cut costs - 
will pull Japan's weakest manu- 
facturers oat of trouble. 


bals with Chrysler in May. Con- 
solidation had been mooted 
before the transatlantic marriage: 
Toyota had been widely expected 
to raise its shareholdings to prop 


specialist. Both are suffering 
from the domestic sales slump. 

Toyota’s plans have been accel- 
erated since the DaimlerChrysler 
deal. In late May. Hiroshi Okuda. 
Toyota’s president, confirmed the 
company would raise its stake of 
20 per cent in Hino and 33 per 
cent in Daihatsu to above 50 per 
cent in each. 

Even more radical action may 
be necessary for Nissan and Mit- 
subishi- Some analysts believe 
either could be the future Asian 
partner for DaimlerChrysler. 
Each has its attractions. Chrysler 
used to own 24 per cent of Mitsu- 
bishi, which still builds vehicles 
for the US company. That con- 
nection would lower the cultural 
barriers which have tended to 
block alliances between western 
and Japanese carmakers. 

Nissan's advantages are its size 

- it commands twice Mitsubishi's 
share of the domestic car market 

- and some highly efficient 


in other countries’ trade rules, 
remember the Beijing 4a 

Hard landing 

Ever since Matthias Rust landed a 
light aeroplane in Moscow's Red 
Square, communism has had an 
uneasy relation sh ip with amateur 
aviation. Now Michel Gortfflto is 
stranded in Vietnam Moth the 650kg 
light a i r craft he built from a kit at 
his home near MaefrkL 

GordJBo filed flight plans from 
Madrid to Wisconsin, but approval 
was revoked five minutes before 
touchdown in Ho Chi M'mh City 
and he hadn’t enough fuel to go 
back to Bangkok. He's now stuck 
in the Spanish consulate while a 
bureaucratic tangle becomes 
rncreashgly complex. “All they 
have to do is say yes." says toe 
plucky aviator. Vietnamese 
officialdom usually finds it simpler 
to say no. 

Roadside rage 

The British government is dishing 
out yeRow cards to foreign 
embassies whose diplomatic care 
are left on those yellow fines which 
are the country’s way of saying 
don’t park. A zero-tolerance drive a 
few years back seemed to deter 
miscreants, but the number of 
unpaid parking fines by foreign 
embassies is shooting up again. 

The brat pack is fed by Turkey - 
97 offences - Egypt, Oman, 
Indonesia and Kazakhstan. No 
one's saying whether red cards 
await persistent paritere. 


plants in Europe and the US. 

Speculation about Nissan join- 
ing DaimlerChrysler has been 
reinforced by Daimler-Benz’s 
talks with Nissan Diesel Nissan 
Motor owns 40 per cent of the 
trucks group. The talks have 
focused on regional marketing 
and purchasing strategies, as 


says a takeover could be on the 
cards in what would be the big- 
gest shift of ownership of a Japa- 
nese industrial company to a for- 
eign group so far. 


san or Mitsubishi joining Daizn- 
lerCbrysler are less clear. 


be barriers in Japan. Mitsubishi 
is part of a big keirctsu grouping 
of Industrial and financial compa- 
nies. Most analysts reckon the 
carmaker’s stronger partners 
would throw it a lifeline rather 
than see it sink or fell under for- 
eign control. 

Nissan’s future is more opaque. 
Although the financial members 
of its Fuyo keirctsu, such as the 
Fqjita building group and Yasuda 
Trust in finance, have taken a 
severe beating in Japan's bank- 
ing crisis, observers are still 
wary of writing the company off, 

Nissan's problem - or its 
advantage, depending on one's 
point of view - is that it may be 
too big for a domestic rival to 
swallow and too big to fail With- 
out some link to a foreign group, 
it may be condemned to stumble 
along until its latest restructur- 
ing bites or its problems become 
so dire others are obliged to, or 
cannot resist, stepping in. 



100 years ago 


Garcia Withdraws To The mils 
New York, 21st July. The 
Evening Journal's" Corres- 
pondent. telegraphing from 
Santiago de Cuba under 
yesterday's date, states that 
Garaa has written to General 
Shatter saying the insurgents 
are disgusted with toe treatment 
they have received at the hands 
of the Americans, and will 
consequently withdraw their 
forces to the hills. The ‘Post's" 
Washington Correspondent 
states in plain terms that every 
returning American officer brings 
home the same story of the 
utter worthlessness of the 
Cuban allies. The officers state 
that It takes every effort of the 
American military police to keep 
their cupidity in check. 

50 years ago 

U.S. Warns Russia 
Washington, July 21. Mr. 

George Marshall, U.S. Secretary 
of State, to-day warned Soviet 
Russia that the United Steles 
would not be ‘coerced or 
Intimidated in any way” in Berlin 
or in Germany. In the strongest 
statement ho has made on the 
Soviet blockade of the 
Anglo-American Sectors in 
Berlin, he sad the Americans 
would “invoke every possible 
resource of negotiation to avoid 
toe tragedy of war”. 


OBSERVER 


Some analysts fear Nissan and 
Mitsubishi are still not doing 
enough. TTiey argue the two have 
been over-optimistic in their 
recovery forecasts for the home 
market and their revenue expec- 
tations from asset sales. 

That has prompted speculation 
that only more radical action - 


well as possible new joint 
vehicles, rather than an outright 
sale. But J Ur gen Schrempp, 
Daimler-Benz's chief executive. 


The chances of such deals hap- 
pening have improved since 
Daimler-Benz announced its nup- 


Wbiie the trucks deal (which 
was under discussion well before 
Daimler and Chrysler got 
together) remains a clear possi- 
bility. the chances of either Nis- 


DaimlerChrysler needs time to 
put its own house in order before 
up Hino. Japan's biggest truck- starting to negotiate with 
maker, and Daihatsu, a mini-car another partner. There could also 


i 
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THE LEX COLUMN 

Greenspeak 


It is time for Alan Greenspan to say what 
ha means. The Federal Reserve chairman 
yesterday sounded more worried about 
inflation, and consequently more in 
favour of raising interest rates, than far 
many months. But this is sttU a hawk 
with clipped wings. Bach gloomy com- 
ment was balanced by optimism cm the 
US economy's grand fundamentals. 

Ur Greenspan's problem is that while 

his tTwHwnbt tell jdm Inflation may he 
about to resurge, the numbers do not (yet) 
show it This may be true far consumer 
prices. But look at asset prices Instead 
aprf thiyr q la ma ssi ve oi rirtpnnB of Inflation. 
particularly in liquidity-driven equities. 
Ur Greenspan Is clearly not comfortable . 
with the stock market's cur ren t level. He 
warned yet again yesterday that investors 
appear to expect rampant profits growth 
into the distant f u t ur e, which requires 
harcdc assumptions. But he seems unsure 
how to react. This may be, in port, 
because the stock market has helped fuel 
the current prosperity; also, perhaps, 
because Mb comments an “irrational exu- 
berance” 18 mrmtha ago were so roundly 
ignored. 

But with US stocks now 80 per cent 
higher, Mr Greenspan should stop equivo- 
cating. If he is truly worried about share 
prices, he should say so explicitly in an 
attempt to talk the market down gently. If 
that fails he must fallow through and 
raise rates. A small to middling correction 
now would be a lot better than a crash 
later. 

Russia 

Has the IMF beat too soft on Rn««ta9 
After an, important parts of the essential 
tax- raising package fell foul of the nmi«. 
With lass than -10 per cent of premised 
1996 funding withheld, there has been no 
serious rebuke to discourage further back- 
sliding. 

The DIF could also have pressed far 
corporate governance reform; ravening 
qqdtsi flight wQl aid h n anstmanf ami eco- 
nomic growth. Few companies have Brea's 
confidence in launching film Russian 
investments. 

But by holding out for more, the IMF 
might have achieved less. Imp o sing condi- 
tians after a devaluation in an even mare 
uncertain political and economic anvlron- 
ment would be a thankless task And the 


SmftWffloe Basctem .. . . 

OMIB pitta nuHrn to tte RreAMtotaMet 
M»ifattDtlWkun0(Ucafo|UMl ; 

' too', • 



targets actually agreed look decent 
enough. A 8 pa- emit surplus far 1969 
before interest payments impifaw a sub- 
stantial fiscal adjustment Government 
r e v e n ues - at a projected 13 per cast of 
gross domestic product - will still be low. 
But g iven the scale of non-payment, the 
government will seed strong moves just 
to Implement these new tax laws. Stag- 
nant qH revenues a«d a looming presiden- 
tial election will not help. 

As the fell in government debt yields 
and the bounce in the stock market 
shows, i n ves t ors are thankful to the IMF 
far bailing them out If it can now bully 
the Russian government into genuinely 
tackling the ecunamy'b structural prob- 
lems, their gratitude will grow. 

Jofirooii & Johnson/Roche 

The *&5bn acquisition of DePuy should 
put so me jteflidvinp into Johnson & John- 
son's orthopaedics division. DePuy's Mp, 
tmim and spinal iwiplanin an <mwng the 

best in the Industry, as befits the world's 
Oldest orthopaedics company — It hired 
John. Zimmer, Inventor of the Zimmer- 
frame, as its first salesman back in 1905. 

DePuy hna wpintoj Jts technology 
market position ever since, which 
explains margins of 27 per cent on reve- 
nues growing 10 per cent a year. Not 
surprisingly, J&J is having to pay a stiff 
AS times sales, or 28 times earnings. But 
it should be aide to extract synergies and 
it gets a wider product range, better dis- 
tribution and DePuy’s ezperlmced man- 
agement, which will run the enlarged 
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division. In that tight, the bid speculation 
surrounding Smith & Nephew yesterday 
R pfT ns miwpiiwd After all, the UK group 
now faces a satisfied predator that lias 
also become a stroage- competitor. . 

For Roche, which inherited majority 
ownership of DePuy via the SlOfan take- 
over of diagnostics group Boehringer 
Mannhahw, thiais a logical disposal. But 
investors would be.raah to bet an a sud- 
den wflUngneee to get rid of other unre- 
lated businesses. such, as vitamins 
ftagrances - as activist shareholder Mar- 
fin Ebner is urging. And. in truth, the 
Swiss group's real problem ties in its com 
drugs n pm - y rior^ whur fl too many H gh. 
profile launches have ran into embarrass- 
ing trouble. - 

SmtthWine Beecham 

fa the hyped-up world of drag stocks, 
results that barely squeak into the fare- 
cast range are a downer. So if Merck 
oould disappoint with 15 per cent second- 
quarter earnings growth, no wonder 
SmftfaKHne Beecham’s shares Bagged after 
a mere 5 per cent rise. With Warner- 
Lambert growing much faster and Pfizer 
buoyed by Viagra, the competition is hot 
Bereft of merger excitement, Jan Leschly. 
SmithStine’s executive, has to 
hard and fast to put across a positive 
story about future earnings. 

That story remains pretty credible. 
Paxil, the antidepressant, is g r o w ing 
strongly; a vaccine far Lyme disease, 
Increasingly *nwmmn in the US, could be 
imminent; Avandla. the diabetes treat- 
ment, wiight eventually achieve annual 
sales of flbn-l&m. 

Meanwhile, the antibiotic Augmentin 
remains a |L5bn seller. But, as with all 
g t n rffw valued substantially on promise, 
doubts can be raised about each strand of 
the story. Much hangs cm the US regula- 
tor's verdict an Avendta. wfakh is still a 
year away. 

As both Kmtthgihwi and Glaxo Well- 
come grind out unexciting 1996 results, 
the question of a revived merger will keep 
being raised. Although SmithKUne'a mar- 
ket capitalisation has slipped below 40 per 
cent of their combined value, a so-called 
merger of equals remains plausible. Prog- 
ress an delivering promises would deter- 
mine which side had the Upper hand fa 
any resumption of tail™- 
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By Jobe IboreUMn Moscow 
Md Uncy Ones in Woblngto 

Sergei EWyanko, Russia's prime 
minister, yesterday bailed the fater- 
natitfaal Monetary Fund's decision 
to release the first giSbn tranche of 
an fllJbn support loan as an 
"absolute victory” which vindicated 
.the g o ve ria n pwt -w tough anti-ezhds 
programme. 

He also said his administration 
would fait its revenue-raising targets 
fa spite of parliamentary moves last 
week to dilute the government's 
austerity measures. 

Mr Kiriyenka said a series of presi- 
dential decrees and government 
antes issued over the last few days 
would enable the government to 
raise an additional Rbaios^bn 
(SlT^bn) next year - RbsSbn more 

nrt gtnalTy plarttm d. 

"The programme has been 
approved and it has started work- 
ing," he said. 

However, the IMF which 
announced approval of the loan in 
Washington late on Monday - cut 
the size of its immediate disburse- 
ment to Unsafe by 3800m because of 
the fand'B doubts over the s tr engt h 


of the anti-crisis programme. The 
IMF has long rtwria it dear ffud the 
scale of its financial support depends 
cm the, depth of the government’s, 
commitment to stabilising its 
'finances. 

, - Stanley Fischer, -ttie tMFV first 
deputy managing director, e«i(L‘ 
"Ifafaritmata^^pa^amaxtaxy back- 
ing has not be^ ft»ihccBds« for 
needed actions- rekttog to the pen- 
sonal IncMPaa tax, xtor have paraa- 
nfat measures to strengthen-' the 

Wnm«w nf Dio p ttrttsUm H . 

The Rnasbrn pariiaineat. will meet 
again in an extrabnfatey ea^dcta fa 
August to debate tite gnvarmnwit’s 
revised austerity programme. But 
some opposition MPa accuse Freak 
dent firnis. Ydtsin of faeakfag Mpie 
constitution by; adopting Bfaoe-tffa 
raising measures by decree. •./«!'• 

US egmodiion to IMF support fat 
Russia has become increasingly - 
vocaL Last week, Chrishgfer Smlth, 
a Republican congressman from 
New Jersey, said pravious- interna- 
tiaual aid packages to Russia had 
been abused. “It is an unfortunate 
fact that much of Russia’s ruling 
class has created a kleptoaracy mas- 
querading sis a democracy, 9 he said. 


Bat the markets wdcoued 
news of the M^ 'agrMm«it 1 .aBd 
Russian bonds rallied yesterday. .. 

After ■parsuadfa^r the IMF baud in 
. Washington to ‘approve an . 
gency-eiMmtipaisga.for^ ^ftuarfa, 
■Aoabtis Cbuba^ Rusrta's chief loan 

. negotiator, decteted tids to far "an 

histarte refmaa "y 

faf^ftathm* tte govmtahctet 

intends fa jrasue a more intasiteb- . 
tionhft- eqcasqssic puHcy/Mr ^H- 
yenkS;-aatetotmiwd. he would hxm 
appoint , w -new industry mlntetwr 
with a iBOif Jo strengthen dmzmstic 
produce^®. •'Hfe-i said tha 1 minister 
wiqnldjaste^-BDafefte mi.'experiauoed 
regfimel Sowamff or a senior, busk 

nserlwaafL. - 

Alaa:SreflHSpm\ cteam»n of the 
US Ftnn^ -luiftwve,' yesterday 
warned ; that- atf 1 reserves were 
down to !iock bottom" and urged 
Congress: to contribute to a caphal 
ituzeese forfae fimd. The CBatan 
administration’s request for - an 
Siam boost tes«pUnad. the Sanate, 
but has bean Mocked in the; House. 

ituwlstn ite iMHW T-taois, Pefz 
BM pfateibto Aissbui ootefa Jtege to 

See tax z. ■■■■ ■ ..... v--r.- 


Japan’s faction leaders 
to keep grip in LDP co 


ByMcMyo 


In Tokyo 


Faction bosses in Japan’s ruling 
Liberal Democratic party are in a 
desperate struggle to pr eserve their 
traditional WrfKimwo as the party's 
first open leadership race nears its 

ronnVqglftn 

Faction leaders say they are leav- 
ing the final.dedshm an how to vote 
oa Friday up to each member, fa 
fact, p r essure behind the scenes has 
bean httanse. 

The new -party leader wfS auto- 
matically become prime minister, 
succeeding Ryutaro Haxhimo tn/wbn 
resigned two weeks ago after a poor 
showing by the party in partial elec- 
tions to the upper house of tba piet, 
Japan’s parliament There are three 
candidates formally in the running 
far the secret ballot set far Friday. .-- 

Taro Kano, a young LDP perils-' 
mentarian who is a member of the 
fwrBnw heeded by fanner prime tnssfr;' 
ister KficW Miyazawa, said: "Virtto 
ally e v ery young member of theifao 
tion has been celled in ««d tted'to - 


vote for Mr [Keizo] Obuciri.” Mr 

ObtiChi, the fnr pjgn nrlrrigt<p > t>r t fo 
leader of the largest faction, within 
the LDRand. in the truffltiortifl way, 
declared his candidacy after gaining 
toe «rrtrini of most of toe 

other factions. * ' ^ 

MrKmjn added: "Pecple are tnfeS ttf 
write tte name of toe caudidate they 
vote for ini ' a Cttfate way ao that 


voted for. They are a bri bkrbged to 
kxchang i fteir 

befare crattng ft. -ffi that 

was conrtnan praictioe.'* ’ ' . .. 

• Such pressure stffl wraks weH on 

JifcWiMMifchf par llii hii n fa ff tifai fa . 
line to win a cabinet post or head a', 
prtwtig te w party /rtitmtftoo ;• 

As Takao toshikawa,''S.l pctitical 
analyst in - Tokyo, points nut, , toe 
Gbttcfai faction tee greet influence 
bter key posts: - 

• WiB riTHigth rf flw - tfl lfct n hir ^ tte 

LHP, Which has 'Ufei ^uut since 
1965. except -for' one -brief interrup- 
tion. beams S BParefl t last TiteSday 
whan - Selrofa Rajiyama, a- farmer 


contest 


caUteit minister, threw bis bat In 
tte ring. Mr Kajiyama was a mem- 
ber of toe Obudd faction and would 
normally be expected to aupport bis. 
leads- witoott question. 

■ • But Mr Rtoiy^Bta, vtoo has since 
ldt the ObuChi faction, believes 
there are eteugbyrnthger politicians 
wfflfag io break ranks and vote te. 
toamaoa Btey- aro or t ta rente bis 
candidaty a^serfate eme. "Ihq LDP 
must ctengei" said one young dis- 
wnaEfasd-tetriy reeanbet "Otherwise, 
-Jjq>an wifibertrined.*’ l _- : 

Cross-factional support has. also . 
prtvided toe momentam far tte can- 
dlddey of Junichiro Koizumi, the 
. health and welfare minis- 

tor^who is backed not duly by his 
own LDP.factton hut also by-reform* 
minded younger . politicians who 
bdong to other factious. Mr Obuchi 
fa the frost runner, according to 
informal polls yesterday, in spite of 
awareness ha the LDP that he Is 
unpopular with -tiie genrael public. 

MreUss taHt party, P<V> « 


Indonesia 
CLEARANCE 




Orangutans aSre ^ 

/ reduced by 

50 % 



FIND ORANGUTANS 

•- |J' • ill r| .. . . j !:,<• 

■ • .1 • J - ; ; ! Ai V-Ail 
A '< U \'F > U \i 'h . ' 



mmESsmmF 



























I I ' — . 


, £> I 


'£Bf- - 


.A 



. ; Building homes of individuality 
in over 120 of the UK's 

- — FINANCIAL TIMES 

ARRIVA 

best locations. 

sAftiSS 

COMPANIES & MARKETS 

4ut<)n urtivi? So! : iuoiVj 

Invest in Quafity 

ATwnuicuL imb unto iftfe WEDNESDAY JULY 22 1998 Week 30 

0345 58 58 40 


INSIDE 



bcWw 




; 7000 
BOW 


eoi 


'3 «09l 


pl mtii. 
ifr&T'. 

/» ill-*.: 

I * 

I-- 

■*; «■« 

*8* !■■ 

^ »V 
*&*»&"*• 


fttottw* #tv* 



UPC considers stock market 
.flotation before Christmas 

. United Pan-Europe Communications, Europe’s 
2p; yggest privately -owned cable operator, is consid- 
j'W,'; edng a stock market flotation. UPC is wholly 
' ’-'-r, .J 1 ' owned by United International Holdings, the US- 
.. lj,' - . Based. cable company, which Is contemplating 
'S' 1 floating part or all of UPC In London and New 
/ -"Htjj. 1 York before Christmas. Page 16 

'■tS* African Lakes plans to double size 

’ African Lakes, the trading group that last year 
1 f iii* Of biecame the vehicle for an ambitious group of 
• investors in Africa, is planning a fund-raising that 
should double Us size and provide funds for larger 
. b ‘‘ acquisitions on the continent. Page 19 

- 1 j Fiscal package lifts Caracas stocks 

The fall on the Venezue- 
lan stock market was 
afleviated by last week’s 
$2.5bn fiscal package. 
The IBC benchmark . 
index climbed 10 per 
cent on government 
plans for tax reform and 
an Intemationai bond 
offering to help plug a 

■ ■ budget deficit of 7 per 

f 1” M cent of GDP. But is it 

, enough to overcome 

economic and poBtlcal uncertainties? Few analysts 
foresee a sustainable rally in equities. Page 34 

European bourses stall record run 

A record-breaking run by trans- European equity 
indices ended as markets dropped in response to 
congressional testimony by Alan Greenspan, the 
chairman of the US Federal Reserve. Page 21 

Trinidad set for natural gas boost 

Trinidad and Tobago is set to become a large pro- 
ducer of liquefied natural gas under a $3bn frrvest- 
> ment plan by a consortium of US. European and 
local companies. The Carfobean state is expected 
to approve expansion of a $1bn LNG plant that is 
due to start production next year. Page 24 

US banks increase income from fees 

- US banks are continuing to make heavy increases 
' m Income from fees while traditional lending 
income rises more slowly, the latest figures reveal. 
In the sector's final significant second-quarter 
results. Banc One and Wells Fargo announced 
results sightly ahead of expectations. Page 18 

Kuwait favours further oil cuts 

With estimated global crude ofl reserves of 5bn to 
Bbn barrels, Sheikh Nasser al -Sabah, the Kuwaiti 
oil minister, said his inebriation was towards seek- 
ing further production cuts from the Organisation 
of Petroleum Exporting Countries. Page 24 

Bank of Poland intervenes again ■ 

The Bank of Poland again had to Intervene against 
Its own currency, buying an estimated $1QQm In 
the market Cutrandes, Page 23 
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Johnson & Johnson to buy DePuy 

Roche sells orthopaedic products maker in $3.5bn deal 


By Tracy Corrigan fa Hew York 
and Wffiam Hafl in Zbrfeh 

Johnson & Johnson, the US 
healthcare group, yesterday 
agreed to buy orthopaedic 
products maker DePuy from 
Roche, the Swiss pharmaceuti- 
cals company, in a $3.5ba 
transaction. The deal marks a 
quickening of consolidation in 
the medical devices industry. 

DePuy was acquired by 
Roche as part of its SlOJZbn 
purchase of Corange, a Ger- 
man pharmaceutical and diag- 
nostics company, taking the 
Swiss group into a new busi- 
ness. Analysts welcomed yes- 
terday’s sale as evidence 
Roche was intent an focusing 


on its core pharmaceuticals 
business, which has been hit 
by a series of setbacks. 

Ralph Larsen, rhninnan of 

Johnson & Johnson, described 
the acquisition as ‘a very 
important strategic addition" 
and said tt would make J&J 
“the iwiting company in thp 
$8bn orthopaedic market". 

The business wflj be known 
as DePuy, a Johnson & John- 
son Company, and will operate 
under th p Johnson & Johnson 
Professional unit. James Lent, 
chairman and chief executive 
of DePuy will take responsibil- 
ity for J&J Professional, while 


Michael Dormer, president and 
chief operating officer of 
DePuy, will become president 
of DePuy, which is based in 
Warsaw, Indiana. Their inte- 
gration should be eased by the 
fact that they previously spent 
18 and 16 years, respectively, 
at the company. 

As part of the acquisition, 
J&J is launching a tender 
for the 99m shares of DePuy 
outstanding for $35 per share. 
Roche has agreed to tender all 
of its shares, which amount to 
84 per cent of the total. 

Roche has been under pres- 
sure from Martin Ebner, a 


Swiss financier who is one of 
the company's higgest share- 
holders, to divest non-core 
operations. 

However, Franz H inner, who 
became Roche’s chief execu- 
tive this year, denied that yes- 
terday’s announcement had 
been prompted by Mr Elmer’s 
comments that Roche share- 
holders would be best served 
by a speeding up of non-core 
disposals of operations such as 
fragrances and flavours and 
vitamins. Both divisions, 
unlike DePuy, are global mar- 
ket leaders. 

Mr H umer did not rule out 


an eventual sale, however, and 
said Roche would remain flexi- 
ble in its strategy. 

The planned sale of DePuy 
enhances Roche's financial 
reputation. Mr Humer said 
that after adjusting for the 
DePuy sale. Roche bad bought 
Corange at roughly two times 
sales, or 18 times earnings. 
Roche, in line with previous 
transactions, did not use an 
outside investment bank. 

Roche non-voting certifi- 
cates, which have underper- 
formed the market over 18 
months, rose 2.6 per cent to 
SFrlG.115 yesterday. J&J 
shares fell $’■ to S76/,. 

bn , Pajje 14 


MICROSOFT FOUNDER STEPS DOWN AS PRESIDENT TO DEVOTE TIME TO ‘BREAKTHROUGH’ PROJECTS 


Gates gives top 
job to deputy 


By Louise Kflhoe in San Fr a n c i sc o 

Bill Gates yesterday handed 
the presidency of Microsoft to 
his long-time wepnri in com- 
mand, Steven Ballmer, who 
will manage the software com- 
pany ‘e operations on a 
day-to-day basis. 

Mr Gates, who remains 
ftiwiitium and chief executive 
of the computer company he 
founded 23 years ago as a 
20-year-old college dropout, 
said he planned to refocus his 
time and energy on "break- 
through” products and tech- 
nologies. The software billion- 
aire insisted he “remained as 
committed as ever” to the com- 
pany. "In no way am I pulling 
back. Rather, I’ll be spending 
more of my time on things 
that are most fulfilling for 
me.” he said. 

Mr Ballmer will take on a 
more public role as president. 


A big man with a booming 
voice and an irreverent torn of 
phrase, he will present a very 
different face of Microsoft than 
his boss. 

Yet the trumagem ont /»h»ng*> 
had nothing to do with chang- 
ing Microsoft's image. Mr Ball- 
mer said. “Bill will still be 
very much involved [in public 
forumsl" he said. 

Mr Ballmer, formerly execu- 
tive vice-president of sales and 
support, will focus on "boost- 
ing the b usiness discipline and 
performance of all our busi- 
nesses” said Mr Gates. “Steve 
will also concentrate on our 
relationship with our custom- 
ers. We aim to delig ht them. " 

Mr Ballmer’s promotion "Is a 
natural extension of what, as 
my long-term business part- 
ner, he’s been doing for some 
rime now”, Mr Gates added. 

In related management 
changes, Microsoft announced 



Microsoft** Steven Bsflmer wffl now manage the s oftware company on a daily basis. 


that all of its top executives 
would now report to Mr Ball- 
mer, with the exception of 
Nathan Myhrvold, chief tech- 
nology officer, who would con- 
tinue to report directly to Mr 
Gates. Mr Gates said he 


planned to spend most of his 
time with Microsoft’s product 
developers. Tablet PCs - flat 
devices that users will be able 
to carry around, write on, 
receive and display data, intel- 
ligent phones and other new 


types of computer devices "are 
not that far ofT, he said. 
Microsoft was trading at $118h 
in mid-session yesterday, up 
$1% from Monday’s close. 

Editorial Comment, Page 13 


Ikea planning for up to six Russian outlets 


By Thu Burt ki Stockholm 


Ikea, the world’s largest 
furniture retailer, is consider- 
ing building as many as six 
stores in Russia as part of a 
rapid expansion in eastern and 
central Europe. 

The Swedish group, which 
operates 140 outlets in 29 coun- 
tries, said work had begun on 
its first Russian outlet follow- 
ing several years of feasibility 
studies in the former Soviet 
Union. The SKrlbn ($126m) 


development, centrepiece of a 
140,000 sqm retail park north 
of Moscow, is expected to be 
followed by three others 
around the capital and two in 
the St Petersburg area. 

“Over the next 10 years, I 
would hope to see six new out- 
lets in Russia, where we could 
directly employ about 8.000 
people," Lennart Dahlgren, 
Ikea’ s country manager for 
Russia, said yesterday. Such a 
move could involve invest- 
ment of SKrfbn to SKr7bn. 


The Russian plans follow 
successful launches in Poland, 
Hungary, Slovakia and the 
Czech Republic. Rising 
demand in emerging markets, 
including maiden contribu- 
tions from Ikea’s first store in 
China, is expected to lift esti- 
mated group pre-tax profits 
this year to almost $63(kn on 
sales of more than J6bn. 

The company, which does 
not publish profits, reported 
sales up from $4£bn to f5.77bn 
in the year to last August 3L 


Under plana far the initial 
site near Moscow's Sheremet- 
yevo airport, Ikea has agreed 
to support construction of a 
commercial zone where it 
would invite other retailers to 
open stares. 

The site, where Ikea will 
locate its Russian headquar- 
ters, is expected to create jobs 
for 500 workers employed 
directly by the Swedish group 
and a further 1,500 in a neigh- 
bouring hypermarket and 
home improvement store. Last 


year, Ikea unveiled plans to 
almost double manufacturing 
capacity by building up to 20 
factories in eastern Europe 
over the next five years. 

Under that scheme, creating 
same 6,000 jobs, the company 
said it would invest about 
SKrl.2bn at plants in Romania, 
Bulgaria and the Baltic states. 
Their production would help 
meet demand from the six to 
12 stares opened each year. 

Lex, Page 14 


Chase and 
Citicorp 
increase 
earnings 

By John Autbers in New York 

Chose Manhattan and Citicorp, 
the largest US internutnmal 
banks, hnth said yesterday 
they had increased earnings 
beyond Wall Street's e\p.ela- 
tiuns in tin* second quarter, in 
spite of credit losses in the 
Asia-Pacifie renun 

Analysts were reassured 
that both banks' L-nu untied 
strong trading revenues, par- 
ticularly in foreign exchange, 
had aliened them to “earn 
their nay through" the Asian 
financial crisis. 

Citicorp increased total net 
income by 7 per cent over the 
year to SLUrihn, while earn 
ings per share rose by ID per 
cent. Chase saw operating 
earnings rise by 11 per cent to 
Si. 079bii. while earnings per 
share rose by 14 per cent. 

Trading at both banks was 
strong, with Citimrp's trailing 
revenues up by i:i per coni 
year on year in STTWm. This 
included a 52 jut cent rise in 
foreign exchange revenues, 
and a 09 per cent rise in reve- 
nue from derivatives trading, 
while fixed income revenues 
dropped. 

Chase's trading revenues 
were S517ni, slightly down on 
the exceptional results of its 
second quarter last year, with 
a 58 per cent increase in for- 
eign exchange revenue coun- 
teracted by a 5tj per cent fall in 
revenue from interest rate con- 
tracts. 

Diane Glussman, banking 
analyst at Lehman Brothers, 
said; “They are earning their 
way through the Asian crisis 
without a hitch. That’s a very 
significant issue which will 
ultimately be reflected in their 
valuation." 

Both banks suffered losses 
in Asia. Citicorp incurred 
credit costs of $93m in its 
emerging markets business. 
This was a big increase on the 
$24m incurred in the second 
quarter last year. 

Chase took total net charge- 
offs in Asia of 5122m, and 
reduced its total exposure to 
Indonesia, Korea and Thailand 
to $6Jlbn - 39 per cent below 
its level at the beginning of 
the year. 

Both banks noted a “flight to 
quality”, with Citicorp adding 
W-3bn in customer deposits, an 
increase of 30 per cent in local 
currency terms, in the Asia- 
Pacific region and Japan. 

Neither bank escaped the 
weak day for banking stocks. 
By mid-session, Citicorp had 
slipped S25J to $173. while 
Chase dropped $1 5 \ to $73 JJ. 



BARRY RILEY 


Fed’s global mi ssion 
sustains Wall Street 


Dramatic shifts are occurring 
within the global economy. A 
yawning trade chasm is 
opening up tor the US, which 
experienced a record goods 
and services deficit of $15.75bn 
for May and could be heading 
tor a total deficit of more than 
$200bn for 199& 

Economists are scratching 
their heads over the impact an 
the US economy in the second 
quarter. On the one hand, 
domestic demand continues to 
race along at between 5 per 
cent and 6 per cent America is 
booming and no wonder when, 
as JJ>. Morgan's Philip Suttlfi 
points out, accruing capital 
gains on financial assets are 
adding two-thirds to normal 
household incomes. 

On the other hand, deduct 
the rocketing share of net 
imports and further subtract a 
necessary inventory correction 
and yon have a sharp GDP 
slowdown; a drop from 5.4 per 
cent annualised in the first 
quarter to just l or 2 per cent- 
Same even fear a somewhat 
freakish negative estimate will 
be published next week, albeit 
that the US Federal Reserve 
expects more than 3 per cent 
growth for 1998 as a whole. 

One consequence of these 
distortions is a squeeze cai 
profits, particularly in 
manufacturing, as pricing 
power disappears; production 
stalls (especially for export) 
with negative implications for 
productivity growth while 
domestic costs edge higher. 


Yet Wall Street could not care 
less, having gained yet another 
lease of life in this geriatric 
bufl market. The Standard & 
Poor's 500 index has raced 
ahead by 10 per cent since 
mid-June, and most indices 
have been hitting new all-time 
highs ( althoug h the smaller 
capitalisation Russell 2000 
Index has not been Invited to 
the party). 

There is a due in the surge 
of liquidity in the US in recent 
weeks. Hie Federal Reserve 
feared any US monetary 
tightening could have 
“outslzed effects" on Asia, 

Alan Greenspan, Fed 
chairman, told the Senate 
Banking Committee yesterday, 
According to CrossBorder 
Capital, a Tend on consultanc y 
that monitors global liquidity, 
in an apparent policy reversal 
the Fed has been opening wide 
the taps in order to restrain 
the dollar and damp down the 
currency crises affecting Japan 
and nhina- This hag c oincided 
with the Clinton visit to 

fThina. 

CrossBorder says that free 
reserves of the US banking 
system, after frilling all year 
until June, have doubled in a 
few weeks. Broad money 
growth, meanwhile, continues 
to be stimulative - at some 10 
per cent yearon-year. There 
seems to be a clear link with 
the renewed upturn on Wall 
Street The narrow bice of the 
stock market's advance 
suggests strong liquidity flows 


directed towards fashionable 
sectors. Robin Griffiths, the 
New York-based technical 
analyst of HSBC Securities, 
complains that only a third of 
stocks are in clear uptrends. 
This is not, he says, healthy 
for the long run. 

Worldwide, liquidity is not 
at all buoyant, especially in 
Asia, where banking systems 
are in deep trouble. The 
likelihood continues to be that 
the Fed, attempting to square 
the circle, will be forced to 
keep on inflating the Wall 
Street bubble, however 
reluctantly. The advance by 
the S&P has reached 22 per 
cent so far this year (a third of 
the gain being attributable to 
just seven stocks) while 
Nasdaq, with its glamorous 

element erf technology, la up 28 
percent 

On this analy sis, ther e may 
still be some way further for 
stock prices to rise, although 
the risks are dearly at an 
extreme level because there Is 
no support from earnings 
growth, or even to any 
significant extent from bond 
yields. The market value of US 
equities has reached 160 per 
cent of gross domestic product, 
twice the ratio in 1995 and tour 
rimes that In the early 1980s. 

Economists puzzle over 
whether the US economy is 
booming or slumping. It all 
depends. Wan Street, though, 
as always, is driven by money, 
of which there continues to be 
plenty. 
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Who V taken 
the most 
enterprising 
view of hi-tech 
investment 
in Europe? 



Apax Partners. Id just six weeks, four 
of our early stage bi-tech investments 
have achieved market values touDing 
over £2.5 billion at flotation on 
Europe's leading stock markets. 

AutoNomy - now leaders in die beiJ of 
intelligent agents fnr fast internet ami 
intranet access, we W them from start- 
up to IPO in just 2 j cars. 

Teles AG - wc co-ordinated investment 
teams in UK, Germany, Frame and die 
USA to fund die growth of what is now 
Germany's largest supplier of digital access 
systems and software in the ISDN market. 

TclDaFax - our international telecoms 
experience helped accelerate their growth 
in the largest tdccoms marker in Europe. 
Compoucenter - a small PC company 
we backed 1 1 years ago, now the largest 
venture -bar Led company to go from 
start-up ui IPO in die UK. 


[ he invatmtn? partner ebutrf t fry the jjmst enterprising people 
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FRANCE ATTENTION IS FOCUSED ON WHETHER INSTITUTIONS WILL TAKE SIDES IN LEGAL BATTLE 


] • Bouygues feud with Bollore escalates 


By Hotel Graham hi Paris 


A simm ering feud between 
shareholders over strategy 
at Bouygues. the French 
construction and telecommu- 
nications group, yesterday 
escalated Into a legal battle. 

Martin and Olivier Bouy- 
gues, who control 22 per cent 
of the voting rights, began 
legal action to annul tbe 
concert party agreement 
with French financier Vin- 
cent Bollorfe which has 
bound them as main share- 


holders in the group since 
December. Analysts it makes 
a realignment of sharehold- 
ings in the group, which is 
capitalised at FFr32bn 
(S5.4bn), almost certain. 

The action lodged with the 
Paris commercial court 
claimed Mr BoUorfi had 
acted in “bad faith" after he 
secretly built up a stake 
commanding 10 per cent of 
the voting rights. As a 
result, the Bouygues 
brothers alleged “existing 
agreements had become 


meaningless since there was 
no alliance of partners act- 
ing in concert”. 

The main source of dis- 
agreement is the group’s 
commitment to Bouygues 
Telecom, which holds 
France's third mobile tele- 
phone licence. 

Mr Bollore is against what 
he sees as an expensive 
diversification. On July 7 he 
opposed {dans by the group 
to buy 10 per cent of Ekray- 
goes Telecom held by 
Cable and Wireless. 


However, the Bouygues 
have always regarded Mr 
Bollore as a raider with 
short-term objectives. Mr 
BoUar6 says he wants to see 
a leaner, more focused group 
and had refused to approve 
the 1997 accounts. 

Bouygues said yesterday’s 
initiative was not a reaction 
to a legal action announced 
on Monday by Mr Bollore. 
Then. Mr Bailors said he 
would be lodging a claim 
with the Paris commercial 
court to rule that the Decem- 


ber conceal party was still 
valid. However, this claim 
was only lodged late yester- 
day, several hours after the 
Bouygues brothers had 
deposited theirs. 

A . member of tbe BoHort 
camp said tbe of the 

Bouygues brothers’- legal 
move proved they were 
intent an breaking the. con- 
cert party. 

He claimed the court chal- 
lenge had been planned as a 
twin action with Friday's 
request to the financial mar- 


Novartis aims to 


invest $600m in 


PolyGram film division 
draws five more bidders 


Cable 


plant genomics 


By Alice Rawsflmra 


By Virginia March 


Novartis, Europe’s largest 
pharmaceuticals company, 
yesterday stepped up Its 
commitment to the contro- 
versial area of agricultural 
genetics, with plans for a 
SSOOm investment in plant 
genomics research. 

Tbe investment, one of the 
largest In the field, will be 
based around a new research 
centre In California. It fal- 
lows the Swiss company's 
decision in April to set up 
another research institute in 
the San Diego area for phar- 
maceutical genomics. 

Agricultural genomics is 
the study of the location and 
function of groups of genes 
within crops and their pests, 
with the goal of increasing 
crop productivity and qual- 
ity. Critics worry that the 
seeding of farmland with 
transgenic food crops could 
spread genetic pollution and 
damage the biosphere. 

Steve Briggs, who will 
bead 180 researchers at the 
institute, hoped it would 
spend up to $200m of tbe 10- 
year $600m investment 
within two years. 


Dr Briggs, formerly an 
executive of Pioneer Hi-Bred, 
a US seed company, the 
two institutes would be built 
over two years on adjacent 
sites, enabling them to pool 
some activities. 

The move follows a spate 
of activity in the sector. In 
the past two months, Novar- 
tis’s rival Monsanto, the US 
life sciences group and pio- 
neer of genetically engi- 
neered crops, has agreed to 
buy Plant Breeding Interna- 
tional Cambridge from Uni- 
lever. as well as Cargill's 
seed operations in South 
America, Europe. Asia and 
Africa. 

Analysts said the invest- 
ment was a further sign that 
tbe sector’s leading compa- 
nies - including AgrBvo, a 
German joint venture 
between Schering and 
Hoechst - were pulling 
ahead of smaller rivals in 
the field. 

While welcoming Novar- 
tis's decision, they said both 
markets and margins in agri- 
chemical products - which 
the research alms to create - 
were much less attractive 
than in pharmaceuticals. 


Five more prospective 
bidders have emerged for the 
film and television division 
of PolyGram, the Dutch 
entertainment group, with 
little over a week to go 
before the deadline for for- 
mal offers. 

PolyGram Filmed Enter- 
tainment (PFE), which owns 
a catalogue of 1.500 films 
including Fargo, Trainspot- 
ting and Bean as well as the 
rights to classic TV series 
including Thunderbirds and 
The Prisoner, has been put 
up for sale following the 
US$10.4bn bid by Seagram of 
Canada for its parent com- 
pany. 

Seagram bid $10.6bn for 
PolyGram, but reduced its 
offer after discovering that 
the Dutch group’s second- 
quarter results were below 
initial expectations. Poly- 
Chum is due to publish those 
results today. 

Edgar Bronfinan Jr., Sea- 
gram chief executive, has 
indicated that he expects to 
raise roughly $750m from the 
sale. 

PolyGram has invested 
$L2tm over the past seven 
years in launching PFE, 
which is the largest Europe- 
an-owned film producer and 




Classic: Partrar from ThunderiM* part of PFE* catalogue 


distributor, but is not expec- 
ted to break even until next 


year. 

Dozens of companies 
expressed initial interest in 
PFE. Go ldman Sachs, the 
bank appointed to handle 
the sale, identified an initial 
group of 15, all of which 
demonstrated they could 
afford to finance the deal 
and were interested in buy- 
ing the whole business, 
rather than breaking it up. 

Among the 15 are believed 
to be Canal Plus, the French 


Sell-off ends BolsWessanen merger 


By Gordon Cramb in Amsterdam 


Bols, the Dutch spirits 
brand, is to be bought by 
CVC, the European venture 
capital firm, in a deal which 
unwinds a 1993 merger with 
Wessanen, a dairy products 
and snaeir foods maker. 

Shares in BolsWessanen, 
which have underperformed 
the market for most of the 
time since then, rose FI 080 
yesterday to FI 32.20. This 
brought them back to tbe 
level prevailing before the 


group issued a profits 
warning just over a month 
ago. 

Yesterday it said it would 
record a “significant capital 
gain” on the disposal, for 
which it disclosed no price. 
The division has revenues of 
some FI 500m ($250m). 

The 423-year-old Bols 
makes gin, vodka and 
liqueurs such as Blue Cura- 
cao. It was put up far sale in 
March, and French wine 
estates were sold the follow- 
ing month to managers. Bols 


management will participate 
in the buy-out The parent 
will, however, retain its 35 
per cent stake in Campari of 
Italy. 

The deal is due to be com- 
pleted by the end of next 
month, when BolsWessanen 
is also scheduled to report 
first-half net profits from 
ordinary operations down by 
15-20 per cent from the 
FI 79.8m achieved last time. 
It has encountered difficult 
conditions with a conve- 
nience foods joint venture In 


Thailand and is suffering 
from higher raw material 
prices in the US. 

Even before these set- 
backs. the drinks side had 
been the more profitable. 
Although tbe foods business 
is far larger, with annual 
sales of about FI 4.75bn, 
some analysts question 
whether it has sufficient 
substance to continue for 
long on its own. In Europe it 
specialises in cheese, and in 
the US in milk-based drinks 
and health food products. 


Under CVC, the drinks 
operation is to “realise fur- 
ther expansion through 
international acquisitions," 
the company said The Bols 
brand is among the world's 
top 75 by sales, but much of 
this is in jeneoer, a gin 
drunk chilled and neat and 
with, a neg li gib le market out- 
side the Benelux. 

The London-based CVC, 
which has been active in the 
Dutch buy-out market, is 
concluding the deal through 
an Amsterdam aadt 


Eurex Deutschland (formerly Deutsche Terminbflrse) 
- The Election Committee - 


Notice 


Telecom rivals 
in battle over 
network deal 


Elections to the Exchange 
Council of Eurex Deutschland 


By JUn Can 


The elections to the Exchange Council of Eurex Deutschland will take place 
on Monday, November 23, 1998. 


Porting place: Room 438, Deutsche B&rse AG, 4th floor, Sdrsenplatz 4, 

60313 Frankfurt/Main. 

Tbe election will take place by means of ballots In writing. 

Votes cast must be received by the Election Committee no later than 4:00 p.m. 
on the date of the election. 

Voting will take place m Voter Groups and Sub-Groups. 

Tbe Voter Lists with the respective classifications In the Voter Groups and 
Sub-Groups will be displayed for inspection untfi Tuesday, July 28. 1998, 
in the Secretariat of the Election Committee. Bfirsenplatz 4, 5th floor. 

60313 Frankfurt aJA. 

Appeals against the composition of the voter lists and/or the assignment to 
a particular Voter Group or Sub-Group are to be lodged with the Section 
Committee by Thursday, August 13, 1998. 

Nominations must be filed with the Election Committee by Friday, 

September 11, 1998. 

Details regarding the election and election procedure are provided in the 
Announcement of toe Election Committee dated July 21. 1998, published in 
the BGrsen-Zeitung of July 21, 1998. 


Frankfurt/Main, July 22, 1998 


The Section Committee of Eurex Deutschland 


X-pand into the Future 


eurex 


Legal skirmishing has again 
Oared between Deutsche 
Telekom, Europe's largest 
telecommunications group, 
and toe German subsidiary 
of First Telecom, a small, 
UK-based operator. 

The German operator was 
forced yesterday to restore 
service to First Telecom 
after tbe Hamburg district 
court ruled in its favour. 
Deutsche Telekom had 
suspended, the First Telecom 
service on Friday, claiming 
it was losing thousands of 
D-Marks because its rival 
was abusing the conditions 
of Its co ntra ct. 

The last time the two com- 
panies clashed, First Tele- 
com won an injunction pre- 
venting the German operator 
running what it claimed was 
miftiwaHtrig a dv e r ti sing Tbe 
battle is indicative of the 
tensions in Europe's needy 
liberalised telecoms market 
as incumbents fight to pro- 
tect their customers against 
new competitors. 

The row centres on the 
charges operators pay each 
other to connect their net- 
works. Deutsche Telekom 
said it was losing about 50 
pfennigs a minute every 
time a customer connected 
to the First Telecom network 
using a mobile phone. 

First Telecom's customers 
connect to its network via a 
free phone number courtesy 
of WorldCom, a new opera- 
tor with which Deutsche 
Telekom and First Telecom 
have separate agreements. 

First Telecom said it had 
been seeking a conventional 
interconnection agreement 
with its rival since May. 


• Oumitel, the Italian 
mobile phone company 
jointly owned by Olivetti 
and Mannesman!!, yesterday 
revealed it had reached 
break-even point a year 
ahead of its financial plan, 
as it announced a first-half 
increase of 157 per cmt in 
revenues, writes James Blitz 
in Borne. In further confir- 
mation of the Italian mobile 
phone market's rapid 
growth. Onmrtel said reve- 
nues were Ll,746bn ($995m), 
against L680bn, with net 
profits of L234bn com p ared 
with a net loss of Li72bh. . 

A positive net cash flow of 
L85bn compares with a nega- 1 
tree cash flow of L273bn. { 

The improvement was 
based on a rise in the neon- 1 
ber of subscribers, which on j 
July - 10 reached 4m. 
Although tWa is still "behind 
its main rival Telecom Italia 
Mobile, with lZzrt subscrib- 
ers, Omnitel bad 1.6m mare 
users than in the first half of 
1997 - a - 40 per amt increase 
making it the fourth largest 
GSM operator in Europe. 

• Portugal's -two mobile 
phone operators posted 
strong increases in first-half 
net profits as the number of 
cellular phone users in the 
country mere than doubled 
to almost 2m. But average 
revenue per customer fell as 
competition for market 
share reduced prices, writes 
P^er Wise In Portugal. 

- Telecel, controlled by Air- 
Touch of the US,- lifted net 
profit 49 p ear cent to Es&Sbn 
($4&3m). Earnings per share 
rose from Es272 In toe first 
half of 1997 to ES408- TUN, 
part of the Portugal Telecom 
group, lifted net profit 62 per 
cent to Es9.Sbn. 



group 

studies 

float 


By Cathy teaman 


pay-TV concern; Carlton, the 
UK television company: 
Pearson, the UK media 
group which owns the 
Financial Times; and several 
financial investors. 

It is understood that an 
additional five prospective 
bidders have sin ce em erged. 
Michael Kuhn, PTE’s Los 
Angeles-based president, is 
now in Europe, discussing 
the Huai with potential buy- 
ers. Goldman Sachs has set a 
deadline of July 31 for offers 
to be submitted. 


private value was 3655m, 
However, because of new 
opportunities in telephony 
and programming, a flota- 
tion could value it at more 
than double that. 

Mr McFadden said UPC 
could offer more channels, 
which would lead to a dou- 
bling of revalues per sub- 
scriber. “As long as Philips 
was a partner in. UPC, there 
was limited enthusiasm to 
add extra channels. Now, 
they can augment what they 
have, especially with the- 
matic and movie channels." 1 


NEWS D I GEST 




PROPERTY MAHAGBffiNT 


kets council (CMF> to allow 
than to break, the concert 
pact, which is due to run 
until 2006. 

The CMF is doe to hear 
the request today. Legal ! 
experts say if the CMF.finds ; 
fn favour of tbe Boqygues 
brothers, it could help their 
court case. The case is not 
due to be held until Septem- j 
ber& 

Attention is now on | 
whether foreign institutional 
shareholders begin to take ; 
sides. 


Ina seeks strategic 
partner to join venture 


Ina, the Italian insurance group, has drawn. up a shorWbt.of 
about 10 totamationai property qampantefbr c onai d wai i on 

as a straleglo partner in a property, management organisation 
It is settfag up. The company siW ft expected* .* 

be made m Novemkx*. Thte wouid follow toe flotaHofi on the 
ftafian stock exchange of Untone fmrnobffiare, Ihe newcom- 
pany that Is expected to be one of the largest property com-, 
pantos In Europe- : V : 7 

in recent months. Ina has been prattling stead with plans 
to spin off its property holdings toxx toc arrtr a te onto owe . 
insurance business. As of December 31, Ul had net assets - 
■ worth L4^7Sbn ($2>Sxi) and ’debts of I144bn. 

Ina also confirmed foot it wotdd reconsider the poastofflty of 
taking a strategic stake to Bane»^Narionata<fl tsvora after the 
Treasury makes a pubBc share offer |ri toe company to the 
autumn. Ja t ri ee BWtz, Rome 


FINANCIAL SERVICES 


Mundial Confianpa rises. 68% 


United Pan-Europe Commu- 
nications, Europe’s biggest 
privately-owned cable opera- 
tor, is considering a stock 
market flotation. 

UPC is wholly owned by 
United International Hold- 
ings, the US-based cable 
company which has 
operations in Europe, Asia- 
Pacific and T.arin America. 

UIH is contemplating float- 
ing part or all of UPC in Lon- 
don and New York. The com- 
pany, which is likely to 
appoint advisers soon, may 
Vst before Christmas. 

Morgan Stanley and 
Goldman Sachs are believed 
to be among those to have 
been approached about a 
flotation. 

UPC owns or has an inter- 
est in cable ventures In 14 
countries in Europe, and has 
gJftn subscribers to its televi- 
sion and telephony services. 
Formed in 1995 as a joint 
venture between UIH and 
Philips, the Dutch electron- 
ics company, UPC has a sub- 
stantial presence in Belgium, 
Norway, the Netherlands 
and Austria. 

UIH bought Philips' 50 per 
cart stake in the company 
last year. 

UPC would be choosing an 
opportune mordent' for a list- 
ing as cable stocks have 
recently enjoyed a strong 
run an the UK and US stock 
markets. 

Both UIH and UPC 
declined to comment. 

Mark McFadden, vice-pres- 
ident of Donaldson, Lufkin & 
Jenrette. the US investment 
broker, said: “With tbe buy- 
out from Philips, UPC has 
got into a position where. It 
controls its own destiny. IPs 
going to be one of the early 
movers in the phone arid 
data business.” 

At the end of last year, 
DLJ estimated that UPCs 


Mondial Canffanga, toe Portuguese hsurar and hofcSng com- 
pany for the financial group cootrofied by Antonio Cbampai- 
maud, Portugal's richest individual, increased first-half net 
profit 69 per cent to' Es5.4t» ($29.7hfc Banco Ptoto ASotto 
Mayor, the tVggest bank In the group, lifted net earnings 52 
per centto Es12-7bn, and CrikfltoPredtaf Portugute, a . 
smaller! bank; achieved a 140 per cent increase to net profit to 
Es5£bn. The results were ahead of market expectations. 

But Banco Tatta e Azores, the group's second biggest 
bank,saw earnings drop 4 per cent to Es7bn, The ChampaR- 
maud financial group, the thW largest in Portugal, also owns 
Banco Chemical Finance. Peter Wise, Lisbon 


ASSET MANAGEMENT 


Munich Re and Ergo link 


Munich Re, Europe's largest reinsurance group, end Ergo, Its 
direct Insurance subskfiary, are to merge their asset manage- 
ment businesses into a new Munich-based company with 
assets In excess of DM200bn ($112J5bn). Tbemavawtt cre- 
ate one of Gemany’s biggest asset management groups and 
follows similar steps by rival German financial groups such as 
Allianz. The merger comes after the reorganisation last year of 
Munich Re's (Tract insurance businesses into toa single hold- 
ing group, Ergo. .. . 

The new company Is to boosted Mae Munich Ergo Asset 
Management, ft wfl be controlled by Ergo, which wffi contrib- 
ute toe greater share of tends. G r ah am Bowley, Frankfurt 


COMPUTER-AIDED DESIGN 


Dassault Systemes ahead 10% 


Dassault Systftmas, the Firanch computer-aided design and 
manufacturing specialist, yesterday reported a near 10 per 
cert advance to ftort-half profits, in spite of substant i al «qul- 
sftfon costs. Not income for toe six monthsto Juno 30 rose 
FFr17^m to FFrl97m#33rn) on total revenue ahead 29 per 
cent Irani FFr822£m to FB1.19bn. Dfluted net Income per 
share edged up from FFr1.71 to FFr1.73. 

The 1998 figures induded an esfimated pre-tax write-off of 
FFriKL8ntof discontinued R4D, In connection with the $45m 
acquisition of PraductManager, a product data management 
solution. David Owen, Paris 


ENGINEERING 


Alstom wins SNCF order 


Alstom, the heavy.engirieerfng business floated last month by 
Aleatta of France and GEC of the UK. has received a 
Ecu272m ($302 m) order from SNCF, the state-owned French 
rail operator. The company Is to supply 120 electric freight 
JocomoOves for domestic and international traffic. 

Davfd Owen 


MANAGEMENT CONSULTANCY 


Roland Berger in shake-up 


Roland Berger, the German management consultancy, wiH 
today unveil a widespread reorganisation of its ownership 
structure which to likely to cut significantly the holding owned 
by Deutsche Bank. Tbe Munich-based consultancy is expeo- 
ted to announce a management buy-out by its partners. Deut- 
sche Bank currently owns about 95 per cent of the consul- 
tancy, with the remaining 5 per cent held by Roland Berger, 

' the company’s founder who started the consultancy to 1967. 
The company has some 46 partners. 

Graham. Bowley* Frankfurt 


Schlumberger 1998 Second Quarter Earnings 


New York, July 20-Schlumberger Limited repented today that 1998 second 
quarter net income of $359 million and diluted earnings per share of $0.69, 
were 17% and 15% higher, respectively, than the same period last year. 
Operating revenue of $2.9 billion was 10% above second quarter 1997. 


Oilfield Services revenue increased 11%, while rig count decreased 8%. 
Operating income grew 16%. Contract drilling, marine seismic and 
pressure pu m ping and cementing services contributed strongly to the results. 
North and Sooth America and Asia reported significant regional oilfield 
services revenue increases^ 


Measurement & Systems revenue grew. 6%. Significant growth, at Smart Cards 
& Terminals /was offset by the decline in metering activities and unfavorable 
currency exchange rates. 


Chairman and Chief Executive Officer Euan Baird commented: 
“The oilfield results remained strong despite the anticipated slowdown in the 
growth of exploration and production expenditures experienced during the 
quarter. The uncertainly surrounding the demand for oil will keep our 
customers cautious about upstream spending, and we are adjusting our 
operations accordingly. At the same time, the acquisition of Cameo, which 
should be completed before the end of the third quarter, will greatly 
accelerate our internal growth in the important production markets.” 


Financial Summary-Second quarter 
(stated in thousands except per share amounts) 


Operating Revenue - 
Net Income 

Basic Earnings Per Share 
DflutedEamiogs Per Share 
Average Shares Outstanding 


1998 
$2853 302 
$359 355 ’ 
. $0,72 

$0.69 - 
. 498 853 


Average Shares- Outstanding Assuming Dilution ; 519 065 


1997 
$2 601 679 
$306 506 
$0.62 
$0,60 
493 863 
510961 
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TH AILAN D ANALYSTS POI NT T O BLEAK OUTLOOK A S NEW P ROVISIO NING R ULES LOO M 

Bad debts push Thai banks into the red 


NEWS DIGEST 


JAPAN 


By Ted Banfacke 
in Bangkok 

Bangkok Bank, Thailand's 
largest, yesterday said it had 

lost Btl8.4bn ($402m) In the 
firsUialf of this year as mas- 
sive, provisioning for bad 
debt and . poor operating con* 
ditions pushed all Thai 
banks into the red. 

Bangkok Bank reported a 
net profit of Bt&Tbn in the 
first half of 1997. 

Other banks reporting 


unaudited honriiinp figures 
yesterday included Thai 
Farmers ifanp , the country's 
third largest, which said it 
lost Bt3£2bn in the first half 
of the year, compared with a 
profit of Bt5bn in the same 
period last year. 

Siam Commercial Bank, 
the country's fourth largest, 
said it lost BtS^bn. com- 
pared with a profit of 
Bt3-7bn last time. 

Analysts said that the 
Thai Farmers' losses were 


the best results of the banks 
repo rt ing yesterday as they 
suggested that the Hank- con. 
tinned to post operating 
profits. 

On Monday, the governor 
of Thailand’s central bank 
said that half of the coun- 
try’s 16 commercial banks 
showed operating losses in 
the first half of the year, in 
addition to making huge 
provisions. 

Analysts said the ea r nin g s 
outlook for banks remained 


bleak as the majority of 
tough new provisioning 
rules had yet to take effect 

In the first half of the year 
hanks s tin only haH to pro- 
vide for loans that were at 
least six months past due. 

In the second half of the 
year, provisioning must 
begin when a loan is three 
months past due. although 
the deadline for making 
those provisions will be 
implemented in stages 
throughout next year. 


Reliance 18% 
up in quarter 


By Krishna fhAa hi Bombay 

Healthy first-quarter results 
at Reliance Industries yester- 
day gave fresh evidence that 
the Indian petrochemicals 
group was relatively shel- 
tered from the troubles fac- 
ing the industry elsewhere 
in Asia. 

Profits for the three 
months ended June 30 rose 
18 per cent to Rs4.4bn 
(*103m). 

Anil Ambani, managing 
director, said the company, 
held its operating marg ins at 
19.6 per cent '“in the face of 
the most challenging exter- 
nal environment”. 

The increase in profits was 
driven by a 63. par cent jump 
in production as new plants 


commissioned last year 
came on stream. But growth 
was restricted by a 23 per 
cent decline in average 
prices following sharp falls 
in iTitom^ tj nnai commodity 
prices. 

“Weak economic condi- 
tions in Asia led to lower 
product selling prices and 
placed considerable pressure 
on margins," said Mr 
Ambani. 

He said the pressure was 
offset by lower input costs, 
gains from farther integra- 
tion of the production pro- 
cess, Amnnmitx of scale 
from volume growth. 

Reliance continues to dom- 
inate the Indian petrocheini- 
cals industry, with a 41 per 
cent share of the polyester 



Earfy days: Anil Ambani not prep ar ed to forecast a rabotmd 


market, 81 per cent of fibre 
intermediaries and 59 per 
cent of the plastics market 
all up on the previous year. 

The threat from imports is 
forcing the company to dis- 
count prices - offering prod- 
ucts at prices 10 per cent 
lower than the benchmark 
imported rate - to prevent 


competitors gaining a foot- 
hold in the market 
"International product 
prices are at 30-year lows." 
said Mr Ambani. "There is 
not much downside.” Bnt 
with the Asian crisis still 
unfolding, he said, it was 
still too eariy to forecast a 
rebound. 


PNB rises as Favila is ousted 


By Justin Marozzi ' 

taltanaa 

Investors and employees 
yesterday cheered and 
whistled as Peter Favila was 
ousted as president of 
Philippine National Bank, 
one of the country's largest, 
in a special shareholders’ 
meeting. 

Shares in the ailing . hank, 
which is burdened by 
mounting bad debt, rose 4 
per cent on the news, dosing 
at 53,5, pesos, as. investors 
welcome^. . ,Mr.-. . t Favila f s 


departure. “Although he 
inherited a legacy of serious 
problems, Mr Favila presided 
over the demise of PNB and 
failed to improve any aspect 
of the bank *8 operating 
performance.” said a 
hanking analyst at a foreign 
brokerage. 

The management upset at 
PNB Is the latest in a wide- 
spread shake-up of the cor- 
porate sector. . 

In keeping with the 
tradition of political appoint- 
ments at state-owned enter- 
prises, -.the- -new administra- 


tion of President Joseph 
Estrada has already replaced 
the heads of National Power 
Corporation and Petron. the 
largest petrol group. 

It has also presided ova* 
the controversial return of 
Eduardo Cojuangco to the 
helm of San Miguel, the food 
and beverage group. 

Benjamin Palma-GO, a for- 
mer executive vice-president 
of PNB. replaced Mr Favila 
as president of the bank, 
while Edgardo Angara, a 
close political ally of Mr 
Estrada, was elected.,, its 


chairman. In all. 11 new 
directors were elected. 

In spite of the market rally 
yesterday, analysts said the 
chances for PNB’s recovery 
would not hinge on manage- 
ment changes. 

“There will only be a new 
outlook for PNB If then Is 
wholesale change," said 
Ismael Pfli, hanking analyst 
at Indosuez W. L Carr. “That 
means full privatisation with 
the sale of the government’s 
stake and the efficiencies 
that would be expected to 
follow." 


Frankfurter Stock Exchange 
-The Election Committee- 


Notice 

Elections to the Exchange 

Council of the Frankfurt 

i 

Stock Exchange 


The elections to the Exchange Council of the Frankfurt Stock 
Exchange will take place on Monday, November 23, 1998. 

Polling place:. Room 438, Deutsche BQrse AG, 4th floor, 
Bdrsenplatz 4,60313 Frankfurt/Main. 

The election will take place by means of ballots in writing. 
Votes cast must be received by the Election Committee no 
later than 4:00 p.m. on the date of the election. 

Voting will take place in Voter Groups and Sub-Groups. 

The voter lists with the respective classifications in the Voter 
Groups and Sub-Groups will be displayed for inspection until 
Tuesday. July 28. 1998, in the antechamber of the floor of 
the Exchange, as well as in the Secretariat of the Election 
Committee, Borsenplatz 4, 5th floor, 60313 Frankfurt/ Main. 
Appeals against the composition .of the voter lists and/or the 
assignment to a particular Voter Group or Sub-Group are to be 
lodged with the Election Committee no later than Thursday, 
August 13, 1998. 

Nominations must be filed with the Election Committee no 
later than Friday, September 11, 1998. 

Details regarding the election and election procedure are pro- 
vided in the Announcement of the Election Committee dated 
July 21, 1998, published by official notice posted at the 
Exchange and in the Daily Official List of the Frankfurt Stock 
Exchange dated July 21, 1998. 

Frankfurt/ Main, July 22. 1998 

The Election Committee of the Frankfurt Stock Exchange 


Deutsche 

Borse 


Both or the Thai banks 
recently taken over by for- 
eign banks also repented dis- 
mal results. 

Bank of Asia, in which 
ABN Amro has a 75 per cent 
stake, said it lost Bt5.44bn in 
the first half, compared with 
a profit of Bt847m in the 
same period last year. 

The bank said it made 
Bt4JJ5bn in new provisions, 
implying that it also showed 
an operating loss during the 
period. 


Thai Oanu Bank, majority 
owned by Development R-mk 
of Singapore, said it lost 
Bt5.04bn in the first half, 
compared with a Bt677.5m 

profit in the same period a 
year ago. 

It made provisions for bad 
debt of Bt5.03bn. Non-per- 
forming loans reached 26.7 
per cent of total loans on a 
three-month basis and the 
bank also said it booked 
Bt325m worth of investment 
losses. 


Beijing has 
hand in broker 
merger talks 


By James Harding to Shanghai 

Two of China's leading stock 
brokerages are in merger 
discussions as part of a gov- 
ernment plan to clear up the 
mess left by one firm that is 
being investigated for finan- 
cial irregularities. 

J&A Securities, which is 
backed by the People's Liber- 
ation Army, has become the 
latest finanrini institution in 
China to come under Bei- 
jing's scrutiny after reports 
of improper d ealing s at the 
top of the company. 

The attempt to clean up 
the problems at J&A and the 
proposed merger with Guo- 
tai Securities is part of a 
wider effort by the financial 
authorities to improve regu- 
lation and weed out corrup- 

, tion in China's infan t finan- 
cial services industry. 

The two most senior exec- 
utives at J&A - Zhang Guoq- 
ing, chairman, and Yang 
Jun, president - have 
stepped down as China’s reg- 
ulatory authorities have 
started to look into the 
accounts of what has been 
the country's most profitable 
brokerage. 

A representative of Guotai. 
which is based in Shanghai, 
indicated yesterday that 
there have been discussions 
with J&A. which is based in. 
Shenzhen. However, there 


has been no formal word yet 
on a merger. “For the time 
being, it is still just a 
rumour. But, offen, what 
starts as a rumour turns into 
feet.” he said. 

Guotai may be reluctant to 
be directed into a merger 
with J&A. which has had a 
chequered past. 

A' senior company official 
said: "It is not easy to merge 
two different business cul- 
tures. But. the leadership 
wants to make the best use 
of resources . . . J&A is a 
problem that needs a quick 
solution." A J&A official 
expected a formal statement 
on the proposed merger to be 
made shortly. Senior com- 
pany officers have replaced 
the suspended executives, he 
said, adding: "J&A's busi- 
ness and its staff are not 
affected by the investigation. 
It has nothing to do with the 
operation of the company. It 
is a personal affair.” 

Last year. J&A closed one 
of its Hong Kong subsid- 
iaries after the disclosure of 
financial irregularities 
involving Guangshen Rail- < 
way, a mainland Chinese 
group listed in Hong Kong. 

Beijing has previously 
orchestrated mergers in the 
financial services industry in 
order to smooth over prob- 
lems of other domestic bro- 
kerages. 


Carmakers cut output 
after sales collapse 

Japan's leading carmakers continued to cut production last 
month in response to collapsing sales and exports. Domestic 
automotive demand could decline 4 per cent this financial 
year to just 6m units, predicted Goldman Sachs, the US bro- 
ker. “This is clearly getting to crisis levels. " warned Kaonj 
Kurata, automotive analyst at the broker. 

During June. Toyota cut production 9.7 per cent as domes- 
tic sales and experts fell sharply. Exports also declined 
because of the Asian crisis and the decision to hold back 
shipments to the US. In the first six months, Toyota's output 
fefl 11.4 per cent to 1.624.154 units, with domestic sales 
dropping 162 per cent although exports rose 5.5 per cent. 
Honda's June domestic production, sales and exports all fell 
in June, although overseas output rose 8.4 per cen! to 90.000 
vehicles. For the half year, output fell 2.6 per cent and 
domestic sales 13.2 per cent, while exports rose 4.8 per cent. 

Nissan and Mazda, two of the weaker manufacturers, also 
recorded falling sales in June, but managed to increase mar- 
ket share year-orvyear by 1.5 percentage points and 0.4 per- 
centage points, according to Morgan Stanley Dean Witter. 
Mazda's exports slumped 31 per cent year-on-year. Mitsubi- 
shi Motors suffered a dreadful month, with sales down 19 per 
cent Paul Abrahams and Deborah Haynes, Tokyo 
Tokyo roads. Page 13 

SATELLITE TV 

News Corp controls Star link 

News Corporation has taken control of the Hong Kong-based 
satellite television link used by Star TV. its pan -Asian broad- 
caster, becoming the first foreign company to boast full own- 
ership. The move follows the adoption ot a more liberal policy 
within the broadcasting industry in Hong Kong. The govern- 
ment this year relaxed foreign ownership rules by allowing fcir- 
eign-owned companies to apply for satellite broadcasting 
licences, and removing the requirement lor the maionty ot 
company executives to be resident m Hong Kong. 

Louise Lucas, Hong Kong 


NEW ZEALAND 

Brierley set for shake-up 

Directors of Brierley Investments are expected to announce 
details this week of a big corporate shake-up which is likely 
to see the New Zealand group confirm its decision to quit 
most of its US and other assets in the northern hemisphere. 

In Apnl, both Bob Matthew, chairman, and Paul Collins, chief 
executive, were deposed in a boardroom coup after criticism 
of the company's lacklustre performance and flagging share 
price. The board ended a two-day meeting in Auckland last 
night at which it reviewed a comprehensive report into the 
company’s futire. It also considered writing down the value of 
assets, the treatment of the full-year report due to be 
released in September, and the treatment of its NZ$575m 
(US$304m) Asian portfolio. 

Brierley last night refused to give details of the meeting. 
Terry Half, Wellington 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
irrtemational.companies&fL com 
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Global Reach In-Depw Capabhutes Local Insight Industry Expertise 


Arcadian International 

U-S. Real Esuie Invcstmcnf Trust, ftflrkx American 
Haqnuliiy, used our U.K. and cravs-border M&A 
expertise lo negoaaU: the £134 anlUoa purchase of 
Arcadian ImanaiimaL ds first acquisition in Europe. This represent* the 
only U.K. acquisition by a U.S. RflTto date. 


U SITED KlSGDOM 


Bass faced interne axnpeiitkxt in its hid for 
Inar-CMUmemal, a key -strategic acquisition. 

We mobilised our global resources and lapped imp 
kMg-sun&ag rdaiordiips to help Bass present the vnung proposal and 
dose this £1.78 bQBoa strategic acqaisiikn quickly. 


The Energy Group 

The £4.4 bribed hid from Texas Utilities realised a T 
p remiu m value fee TEG's sharctaUcn in a puHic ■' 




bidding proem involving multiple coumcr-otfor. ^ ~ 1 
from P&afiCwp and Tetas Utilities. Wc advised TEG iluriii? an miMic 
period of negotaiinas and rcgutalnry riiaraneev 


G£C waoad to dirca its semrcooiictor and icsi im-tnuneta 


- M 

businesses as part of its re-postMjnmg stnaegy. Using our 

infamy knowledge, global network and our am- 

border M&A expertise, we marketed ihe badnesses lo a 

brad mnverse ijf potential purchasers and sold ihem fur over 0X1 milboa 


Omnicom 

We advised Omnicom oo us £1 43 million 
nwnralal public offer Ire the GOT Group, 
making Omnkvm (he world's largest advertising 

group. The imKnci inrt mnfmvril QmmcttH's badotJup in tte Ley L 1 and 
Ewpean markets, a* nel] as our own position as die baling M&A odi-i vr in 
the global ads erasing sector. 




MORGAN STANLEY DEAN WITTER 

XmturAam Bwjiak Bcijir, Frasllnl Cnna H&agKone Jnbaanbnig Urulio Liunhw^ Madrid ILIhaim Milan 
Mmneoi Murenw Nc* Yoti Onka Pub &k>tSuk Scusl Shanghai Si»fa|wir S.dvrj Tahiti Toljo rumoni iiiTKli 
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COMPANIES & FINANCE: THE AMERICAS 


Texaco, 
Exxon 
hurt by 
lower oil 


PHARMACEUTICALS SHARE PRICES FALL DESPITE PROFITS ADVANCES AT THREE OTHER US DRUGS COMPANIES 


Merck downturn depresses sector W eak market 


By Tracy Corrigan to New York 


prices 


By Christopher Parties 
h Los Angeles 


The lowest oil prices since 
1988 hit second-quarter earn- 
ings at Exxon and Texaco, 
bat neither company fared 

as badly as analysts had pre- 

dicted- 

While higher r efining mar- 
gins and the traditional sum- 
mer holiday boost to motor 
fuel sales helped offset the 
impact of a 26 per cent lower 
price for crude, Exxon's net 
income still dropped 18 per 
cent to $l.62bn. 

Earnings per diluted share 
of 65 cents compared poorly 
with 78 cents last year, but 
were better than Wall 
Street’s estimates of 63 
cents. 

Lee Raymond, chairman of 
the biggest US energy group, 
said sales of petroleum 
products increased in most 
geographic regions, setting a 
revenue record for the 
quarter. 

A rise of 17 per cent In 
operating profits reflected 
higher refining margin*; in 
the US and Europe. 

Better results from Latin 
America countered weak- 
ness in Asia, the company 
said 

The Asian crisis also had 
Its effect on Exxon's chemi- 
cals arm, which reported 
earnings down 25 per cent 

Texaco, on the other hand, 
said Aslan sales rose despite 
the region’s economic 
troubles, although the 
depressed oil price - $5 a 
barrel below last year’s rates 
- dominated the Texas 
group's results. 

Revenues tumbled from 
$ll-5bn to $8bn, but earnings 
per share of 61 cents - 
compared with $1.05 last 
time - were well ahead of 
analysts* predictions of a 
dive to 50 cents. 

The impact of the crude 
price slump showed 
dramatically in a drop from 
$232m to $l00m In US 
exploration and production 
profits, while overseas 
upstream income was down 
from $79m to $Slm. 

Operating income from US 
refining and marketing rose 
from $87m to $96m. while 
overseas refineries and 
filling stations did even 
better with an earnings 
boost from $i32m to £L94m. 

Peter Bijur. group 
chairman, said continued 
weak oil prices might force 
Texaco to defer same capital 
expenditure plans. 


Disappointing second- 
quarter earnings at Merck, 
the US pharmaceuticals 
giant, dragged down share 
prices in the sector yester- 
day, although three other 
big US drugs companies met 
or beat analysts’ targets. 

Merck shares fell 6.5 per 
cent to $129%. while Ameri- 
can Home Products, which 
recently announced plans to 
merge with Monsanto, lost 
nearly 4 per cent at $50jf. 
Bristol-Myers Squibb shares 
fell 4 per cent at 120%, and 
Schering-Plough’s dropped 
2J5 per cent to 100s. 

Hemant Shah, pharmaceu- 
ticals analyst at HKS, said 
that the high valuations in 
the sector made share prices 


vulnerable to negative news. 
“Anything which can go 
right is already built into the 
stock price,” he said. 

Merck reported second- 
quarter net Income of 
$1-31 bn, up 14 per cent, cm 
sales ahead 9 per cent to 
$6£bn. Earnings per share of 
$L07 were up 15 per cent, 
but l cent below estimates, 

according to First Gall, the 
research concern. 

Sales growth for the quar- 
to- and the first Half were 
affected by the sale of 
Merck’s crop protection busi- 
ness and the formation of a 
joint venture with Merial in 
the third quarter of last 
year, the company said. 

“Sales growth was led by 
the established major prod- 
ucts and newer products. 


including those launched 
this year, as well as growth 
from the Merck-Medco Man- 
aged Care business," said 
Raymond raimai-nn, n h a» r - 
man, president and chief 
executive officer. 

But analysts said there 
was some concern about 
undo-lying sales growth. In 
a conference call to analysts, 
the company indicated that 
full-year earnings per share 
were likely to be at the 
lower end of the previously 
indicated range of $427 to 
$4.39. This guidance was 
likely to trigger some down- 
ward revisions of 1998 estir 
mates, analysts said. 

Although Zocor remains 
the most widely used choles- 
terol-lowering medicine 
worldwide, with a 40 per 


cent share of its market, 
analysts said It was being 
outpaced by Upitnr. jointly 
marketed by Warner-Lam- 
bert and Pfizer. 

Lipitor sales helped boost 
Wamer-Lambert's second- 
quarter performance, 
reported on Monday. Mr' 
shah said Lipjtor had bene- 
fited from strong marketing 
by Pfizer. 

Schering-Plough reported 
net income of $455m, up 
from $373m a year ago on 
sales of $2.lbzL 
Bantin g s per share of 61 
cents were 4 cents ahead of 
analysts’ estimates and ' up 
from 50 emits a year ago. but 
the company had pre- 
announced the improve- 
ment. analysts said. ■ 
Richard Jay Kog an, presi- 


dent and chief executive offi- 
cer, reiterated a projection 
made in an anno uncement 
this month that' the com- 
pany expected 1998 earnings 
per share to grow by about 

20 per cent He described the 
second-quarter performance 
as “very strong". ■ 

American Home Products 
and Bristol-Myers Squibb 
both reported earnings per 
share in line with analysts’ 

estimates. 

AHP repeated net income 
of$523£m,.up 14 per cent, on. 
sales of $&3bn. Raruings of 
39 cents were, up from 35 
cents the previous year. 

Bristol-Myers reported.net 
income of $835m, up 14 per 
cent, producing earnings per 
share df 32 emits, up from 73 
cents. * ' 


Tenneco may spin off 
units in restructuring 


By ttkki Tad in Chicago 


Tenneco yesterday 
announced a restructuring 
that could see it dispose of 
its containerboard packaging 
unit and split its automotive 
and speciality packaging 
arms into “standalone" 
entities. 

It has spent the past five 
years turning itself from a 
broad industrial conglomer- 
ate Into an automotive sup- 
ply and packaging group. 

Tenneco also said yester- 
day it was instigating a pro- 
gramme designed to cut 
“structural costs" to realise 
about $l00m in annualised 
savings through reduced 
overhead and operating 
expenses. It stressed that the 
cost-savings were not depen- 


dent on the restructuring 
decisions. 

Dana Mead, chief execu- 
tive, said the restructuring 
was designed to “ensure that 
the company is structured to 
provide the greatest value to 
our shareowners". 

The group last year 
flagged its possible depar- 
ture from the containerboard 
business, which has annual 
sales of about $l.5bn, and 
controls about lm acres of 
timberland in the US. 

Management will enmi ripr 
Tenneco’s overall structure 
- involving the possible split 
of the automotive and speci- 
ality packaging operations - 
over the summer, and 

recommendations will be put 
to the board in the autumn. 

The group said this would 


not necessarily put a halt to 
acquisitions. 

Yesterday’s news came as 
Tenneco announced after-tax 
second-quarter profits of 
$137m, up from $104m a year 
ago. with folly-diluted earn- 
ings per share increasing 
from 61 cents to 81 cents. 

Mr Mead said the GM 
strikes would cost Tenneco 
about $5m a month, or 2 
cents a share, and he was 
concerned about the effects 
of tbe Asian, situation, the 
state of the US aftermarket, 
and containerboard pricing 
levels. Tenneco’s shares rose 
$2 by lunchtime to $36ft- 
• The strikes at GM, which 
have virtually halted its 
North American production, 
were blamed far an aamfnga 
drop at ITT Industries, tbe 



Dana Mead: recommendations to be put to the board this autumn AP 


automotive parts, fluid tech- 
nology and defence/electron- 
lcs group. The company said 
diluted Mwiinp per share 
fell to 62 cents In the second 


quarter, compared with 65 
cents a year ago, with after- 
tax profits slipping from 
$78.6m to $75-8m wfflniiirif 
non-recurring items. 


US banks show big rises in fee income 


By John Authera In New York 


US h anks are continuing to 
make big increases in 
income from fees while 
allowing traditional lending 
income to rise more slowly, 
or even to fan, the latest fig- 
ures reveal. 

Yesterday brought the sec- 
tor’s final si gnificant, second- 
quarter results. Banc One 
and Wells Fargo, which once 
their pending mergers are 
completed will be the fifth 
and seventh largest US 
banks, respectively, both 
announced results slightly 
ahead of expectations. 

Banc One, due to complete 
its merger with First Chi- 


cago NBD in tbe next two 
months, lifted profits 63 per 
cent on the equivalent quar- 
ter last year, excluding 
merger charges. Net interest 
income was up 9 per cent, to 
$2_2bn. while non-interest 
income rose 53 per cent to 
$965.7m. 

Wells Fargo, recovering 
from tbe serious service dif- 
ficulties it suffered last year 
after its acquisition of First 
Interstate, saw net profits 
rise from $228m to $337m 
over the year. Non-interest 
income rose from $679m to 
$735m, but interest income 
was almost static at 
$L154bn. from $L15bn. 

These figures was in line 


with the sector. Both First 
Union of North Carolina, 
and BankAmerica of Calif- 
ornia, which bought small 
investment banks last year, 
earlier reported fells in net 
interest income, more than 
balanced by sharp increases 
in fee income. 

Analysts suggested that 
the low interest rates avail- 
able from the bond market, 
which limit the margins 
banks rain earn from loans, 
and an exceptionally, compet- 
itive environment had 
helped push down profits 
from lending activities. 

Diane Glosaman, banking 
analyst at Lehman, _ said 
competition from non-banks 


— such as hump equity lend- 
ers, mutual fond managers 
and specialist credit card 
companies, nfost of which 
use cheaper distribution 
systems such as toD-free 
telephone lines - had had 
the greatest effect on inter-, 
est margins. 

“The issue is competition. 
We are well into the cycle, 
and everyone is competing 
for every last loan and every 
last deposit. Banks are being 
much mare pro-active in try- 
ing to price their customer 
groups in a way which is 
profitable to them, which 
means at the margins they 
are really fighting for each 
incremental c ustomer ." 


Derek Sword, analyst at 
Keefe, Briiyette -& Woods, 
said: “This quarter shows 
the importance of moving 
towards fee income. Whether 
it’s fees from credit cards, or 
ATMs, mortgage fees or fond - 
manag ement, -banks that 
made the biggest attempt to 
move Into that of busi- 
ness are benefiting." 

He pointed to Bank of New 
York, where non-interest 
income accounted for 58 per 
cent of second-quarter reve- 
nues, up from 50 per cent 
last time! While interest 
income fell from $489m to 
$424m over the past 12 
Tnn uihg , non-interest income 
rose from $489m to $56lm. 


BANKING ANALYSTS REASSURED BY STRENGTH OF TRADING REVENUES 


Chase and Citicorp shrug off Asia losses 


Lockheed 


John Anthers In New York 


Chase Manhattan and 
Citicorp, the largest US 
international banks, both 
said yesterday they had 
increased earnings ahead of 
Wall Street’s expectations in 
the second quarto:, in spite 
of credit losses in the Asia- 
Pacific region. 

Analysts were reassured 
that both banks' continued 
strong trading revenues, 
particularly in foreign 
exchange, had allowed them 
to “earn their way through" 
the Asian financial crisis. 

Citicorp increased total 
net income by 7 per cent 
over the year to $1.097bn, 
while earnings per share 


rose by 10 per cent Chase 
saw operating earnings rise 
by 11 per cent to $l.079bn, 
while earnings per share 
rose by 14 per cent 

Trading at both banks was 
strong, with Citicorp's trad- 
ing revenues up by 43 per 
cent year-on-year to $730m. 
This included a 52 per cent 
rise in foreign exchange rev- 
enues. and a 69 per cent rise 
in revenue from derivatives 
trading, while fixed income 
revenues dropped. 

Chase's trading revenues 
were $517m. slightly down 
on the exceptional results of 
its second quarter last year, 
with a 58 per cent increase 
in foreign exchange revenue 
counteracted by a 56 per 


cent fall in revenue from 
interest rate contracts. 

It logged increases of 16 
per cent in its “technology 
solutions" securities process- 
ing division, and 17 per cent 
in operating profits in its US 
consumer business. 

Diane Glossman, hanking 
analyst at Lehman Brothers, 
said: "They are earning then- 
way through the Asian crisis 
without a hitch. That’s a 
very significant issue which 
will ultimately be reflected 
in their valuation." 

Both banks suffered losses 
in Asia. Citicorp incurred 
credit costs of $93m in its 
emerging markets business. 
This was a big Increase on 
the $24m incurred in the sec- 


ond quarter last year. 

Chase took total net 
charge-ofls in Asia of kliwm, 
and reduced Its total expo- 
sure to Indonesia, Korea and 
Thailand to $62bn - 89 per 
cent below its level at the 
beginning of the year. 

Marc Shapiro, Chase’s 
chief financial officer, said 
he was “cautious” about the 
future for Asia, but he 
added: “Unless the Asian 
financial situation deterio- 
rates from here, you should, 
see things getting better 
rather than worse as far as 
earnings are concerned". ■ 

Both banks noted a “flight 
to quality", with Citicorp 
adding $4.3bn in customer 
deposits, an Increase of 


30 per cent in local cur 
rency terms, in the Asia- 
Pacific region and Japan. 

Thomas Jones, Citicorp's 
principal financial officer, 
said spending on both the 
Year 2000 problem and prep- 
arations for the euro, along 
with Citicorp's acquisition of 
the Universal credit card 
portfolio from AT&T, lay 
behind a 21 per cent Increase 
in operating expenses. 

The results were broadly 
well received, but neither 
bank beat expectations suffi- 
ciently to escape the gener- 
' ally weak day for banking 
stocks. By mid-session, Citi- 
corp had slipped $2}} to $178, 
while Chase dropped $14 to 
$73«. 


ahead of 
estimates 


By Christopher Parkas 


Hideo Ishihara 



We deeply regret to announce that Hideo Ishihara 
died on June 25. 1998 in Tokyo after a brief illness. 
He was Chairman of Goldman Sachs (Japan) Ltd., 
having joined the firm in 1994 as a partner. Prior to 
joining Goldman Sachs, Ishihara-san had a distin- 
guished 42 year career at Industrial Bank of Japan 
where he was Deputy President. 


Ishihara-san was the valued leader and friend to our 
exceflent team In Tokyo. He was an outstanding rep- 
resentative and advisor to the government, important 
financial institutions, and major industrial corporations 
in Japan. He served as a director of Sony Corporation, 
Governor of the Tokyo Stock Exchange, member of 
the Japan Investment Council, and Co-Chairman of 
the Committee on the Financial System, Kektanren 
(Japan Federation of Economic Organizations). 
Ishihara-san was a graduate of Tokyo University. He 
was a Fulbrlght Scholar at Duke and attended the 
Advanced Management Program at Harvard 
Business School. He held a wide number of senior 
positions at IBJ including leading their German, 
British, and (easing businesses, as well as all 
International activities at various times in his career. 


Ford Credit Auto 
Loan Master Ikust 
Series 1997-1, Floating 
Rate Auto Loan Asset 
Backed Certificates 
One April 15, 2002 
(BIN # 250075763150) 


b accordance with tbe terns 
of tile gpvg mi flg the 

above- referenced Certificates, 
nodes is hereby given Out tbe 
Certificate Use per annum for 
tbe Interest Period connxKodng 
inly IS, 1998, to October 14, 
1998. shaO be 5.777500%. The 
amount of interest payable on 
October 15, 1998, in respect of 
each U.S. $1,000 principal 
amount of Certificates will be 
US$14.7647222. 


Tbe CteM Baabatta Bask 

OI Calculation Agent 
July 22. 1998 


Sprint hit by PCS 
network expenses 


By Richard Waters 
in (few York 


We are grateful for all Ishihara-san cSd to make 
Goldman Sachs a preeminent Investment Bank in 
Japan. We wffi miss hfe leadership and wise counsel 
He was a gentle man and a friend. We send our 
condolences to his widow and their two children. 
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The heavy costs of building 
new international, wireless 
and other businesses pro- 
duced a 16 par cent earnings 
fell at Sprint during its sec- 
ond quarter, although tbe 
US telecommunications 
group's more estab lished 
businesses performed better 
than Wall Street had 
expected. 

Overall. Sprint put after- 
tax losses from Its newer 
operations at 53 cents a 
share during the quarter, 
equivalent to about $22710, 
compared with 30 cents a 
share last tfnv 

Two-thirds of the costs 
stemmed from developing 
the Sprint PCS network, a 
Joint venture with three 
cable television companies 
that is building a national 
digital wireless system. 

Sprint recently reached an 
agreement to take fun con- 
trol of the joint venture, 
after which ft plans to Issue ' 


a separate “tracking stock" 
tied to tbe operation. 

Global One, the Interna- 
tional joint venture with' 
France Telecom and Deut- 
sche Telekom, produced 
losses of 8 cents a share, up 
from 6 cents a year ago. Rev- 
enues slid to $258m as the 
operation narrowed its focus 
to a smaller group of multi- 
national companies, said 
Arthur Krause, Sprint chief 
finawdal officer. 

These larger costs' more 
tiwn offset the higher profits 
generated by Sprint's core 
long-distance and local’ ser- 
vices. Long-distance reve- 
nues grew 7 par cent to 
$LS8bn, while volumes rase 
12 per cent Operating profits 
jumped 28 per cent to $335m. 

Local services, me an w hil e,, 
continued to contribute the 
bulk' of earnings, with reve- 
nues up 3 per cent to $1.35bn 
and operating earnings 
ahead 8 per cent to $369m. 
Overall, Sprint reported, 
after-tax income of $21feo. or 
48 cents a diluted share. 


Disposals have dented 
Lockheed Martin’s revenues 
and earning power, but the 
defence and aerospace group 
stiU managed to beat Wall 
Street’s second-quarter earn- 
ings forecasts with $L52 a 
share. 

Net .income fell 6.2 per 
cent to.$299m - a decline 
caused by the disposal, since 
last year of businesses with , 
annual revenues of, about 
$2bn, tiie company said. = 

Revenues for the latest 
quarter dipped CL5 par . cent 
to $6-52bn, while earnings 
per share - beating esti- 
mates of $L50 - rose from 
last year’s $1.42 following 
the redemption of a block of 
preferred stock which 
reduced the number of 
shares by 12 per cent 

Tbe decline in revenues 
was most marked in the 
company's information and 
aeronautics divisions, while 
space and electronics each 
recorded gains of only 1 per 
COIL 

Vance Coffman, 'group 
chairman who last week 
scrapped Lockheed’s 
planned merger with North- 
rop Grumman, indicated 
that the process of growth 
by acquisition was not yet 
complete, and targeted com- 
mercial space nix? informa- 
tion services as higfrgrowtit 
sectors. . 

“In addition 'we have a' 
substantial portfolio of 
equity securities and surplus 
real estate to provide oppor- 
tunities to extract value." ' 

Mr Coffman added that he 
expected stronger revenues, 
earnings and cash flow in 

the second half as margins 
and' sales continued to grow 
organically. - ■ 

Analysts also expect earn- 
ings to benefit from, an 
aggressive, cost-cutting proj- 
ect, to be launched next 
year, which- will reduce 
group- wide costs hy $2.6bn 
annually by 2002. 


for 


By Lotrise Kfehoe 
in San Raodsco 







Texas instruments blamed 
wmtimtfng weakness in tbe 
world semiconductor market 
for .an 83 per cent fell in sec- 
ond-quarter earnings. 

The chfpmaker said it 
would step up efforts to 
reduce spending and move 
ahead with Its already 
announced restructuring 
that win cut S£00 jobs. ; 

" The results reflected dra- 
matic changes in the chip 
market as prices for memory . 
chips continued a precipi- 
tous decline. TI is in the pro- 
cess of withdrawing from 
this segment of the market, 
which it once dominated. 

Excluding special items,, 
profits from operations for 
the quarter were $l8lm. 
against $336m a year ago. 
However, including the 
charges, net income tumbled 
to $43m, or 11 cents . a share, 
down sharply from $248m, car 
63 cents. 

Revenues were $2J!bn, 
down 15 per cent Sales and 
orders were affected- by a 
sharp decline in prices for 
Dynamic Random' Access 
Memory (D-Rson) chips, the 
company said. 

The memory chip 
operations made losses of 
equivalent to lasses 
of 36 cents a share, said Tam 
Engibous, chairman and 
chief executive. The previ- 
ous losses on memory chips 
were $20m. 

Semiconductor orders 
booked during the quarter 


NEWS DIGEST 


INVESTMENT BANKING 


Bear Steams ahead to 
$1 72m despite: charge 


Boar Steams yesterday reported fourtfrquartar earnings of 
$172 An, up from $162 An previously, beating analysts' esti- 
mates in spite of taking a $1 08m special charge. Earnings per 
share of $1-23 were up from $1.15 and giead of estimates of 
$1.18. Exciutfing the special charge, -net income rose 47 per 
cent to 3239.3m, for earnings per share of $1.67, Net Income . 
. for the fill year ended June 30 excluding the charge was a 
record $727.5m, ip 19 per cent. 

“Business was outstanding, especially during May and 
June," sad James Cayne, president and chief executive. Mr 
Cayne said the firm planned to continue to buBd Its European 
business organically, and was not looking at acquisitions. The - 
target was simpiy to *do better*. 

The special charge represents an increase In Irrigation 
reserves for damages hi a lawsuit dating back to 1988. Exclu- 
ding the charge, the return on equity was 29.6 per cent for r 
the fourth quarter and 23.8 per cent for foe year. 

Investment banking revenues of S305.Sm were up 67 per 
cent, reflecting growing strength in M&A and equities under- i 
writing. Tbe firm advised on one of the biggest mergers of the - 
quarter, the $35bn merger of American Home Products and " 
• Monsanto. Commission revenues rose 19 per cent to a record 
$232.7m for the quarter, due to record trading volumes. Prin- ■ 
cipaJ transactions, including proprietary trading, revenues rose - 
12 per cent to $492.2m for the quarter. 

Tracy Corrigan, New York ' 


GOLD 


Barrick shrugs off low prices 


Barrick Gold, North America’s second largest gold producer, 
reported an 8-per cent rise in second-quarter net income, in 
spite of IvstoricaBy low gold prices. This was driven by a 14 
per cent decline in operating costs In the quarter, from $188 
an dunce In 1997 to $181 tWs year, as a result of tower-cost 
nines coming on-stream. 

- Barrick also profited from its hedging programme, the 
industry’s most aggressive, which added $152m to first-half 
revenues of $801 m, down sfightly from the same period In 
1997. Banick realised $400 an ounce on its gold sales In the 
first six months, against the average spot price of $298. 
Edward Akien, Toronto 


PHILIP MORRIS 


One-off costs behind 2% fall 


A series of one-off costs - fncfcicfing $96m stemming from 
legal foes and a tobacco settlement - led Phfflp Monte to 
report a 2 per cent fell i n after-tax earnings In the second 
quarter, to $1.8bn. At 74 cents, down 1 cent from a.year 
before, earnings per share were In One with expectations. 

The US t obacc o and foods group said It had taken pre-tax 
ch arges of $328m in ak, mostly related to an early retirement 
programme. That more than offset a 7 per cent increase in 
operating Income, led by tobacco safes outside the US. 
Thanks to a 4 per cerit -advenes In volumes, revenues from 
international tobacco grew 4 per cent to $7bn and operating 
earnings increased 11 per cent to $L26bn. That outpaced 
domestic tobacco, where underlying operating earnings rose 
to $1.24bn on a 7 per cent rise to revenues, to $3.6bn. 
Richard Waters, New York 


STEEL 


Ahmsa to cut 3,000 jobs 


Ahmsa, the heavHy indebted Mexican steel producer, wfl] Gut ■ 
3,000 Jobs - 14 per cant of the workforce - and defer or 
scrap projects worth about $200m to counterfeiting prices, 
foe company sidd. Factog what it expected to be a 13 per , 
cent fail in steel prices In coming months on top of a 10 per « 
cent deefine already this year, Ahmsa said the cost-cutting 
measures would enable It to generate cashflow of $400m 14s 
to the year 2000, against $340m last year. 

However, some analysis doubted Ahmsa’s ability to achieve 
this, because of the fierce price p re ss u res In Mexico due to 
steeUmports from Asia and foe former Soviet Union. Ahmsa 
said steei imports to Mexico from those regions had risen as . 
much as 400 per cent fob year. . 

Analysts wetoomed the Job cuts, saying foe company had -• 
low productivity coupled with a high debt burden of about 
$1.7bn. Henry Tiides/Mexico (Sty < 




were valued at $l.9tm« down- : 
30 per cent Almost Half the.* 
decline was due to falling u 
memory chip orders, but the.} 
remainder reflected weak ; 
conditions throughout thej 
world sexruconductor mar-,* 

. ket, TTsaii 

the $233m special chaige-.- 
related to previously:, 
announced plank to coasoli-. 

date = manufacturing^ 

' operations and cot S.SOO jobs.i 
There was also . a gain- oP - 
$83m from tire sale of ITS*' 
portion of a memory chip 
fflam ifartnring jntnt VGZXtUre.V 
. TI. which Is refocusing its*;’ 
semiconductor operations an” 
the digital signal processor . 
chip (DSP) - a specialised 

form of -microprocessor - v 
said its . DSP 1)0810088 grew 
25 per cent during the quar- 
ter and represented more* 
than half , of total semicon-* 
doctor revenues. 

“With the sale of the mem-e 
017 business and our focus - 
on DSP and analog [chips!*- 
we are moving tbe company., 
to a new business model, 
based on a much stronger*, 
competitive position,” said - 
Mr Engibous. 

• In what- may be another, 
signal of worsening condi-. 
dans in the semiconductor-', 
market, .-Advanced Micro .1 
Devices postponed a planned." 
contract manufacturing 
arrangement with Interna- * 
tional Business Machines..-' 
IBM was to -have manufac-." 
tured AMD’s latest micropro-^ 
cessor products. AMD said it- ■ 
no longer needed the extra-* 
manufacturing capacity. ,' 
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mark SmithKline results below expectations 
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m despite charge 
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By David Ptffing 

A battering in Asian 
markets and flat sales of 
Augmenting one of Smj th- 
is line Beecbam's most 
in^xatant products, saw sec- 
ond-quarter results at the 
UK drugs company fall 
below expectations yester- 
day. Pre-tax profits were 
£362m ($597m); 4 per cent 
higher than last time but 
below market projections of 
£37Qm-£380m. 

Analysts had been hoping 
for a strong performance to 
justify the upbeat message 


from Jan Leschly. exec- 
utive. that the company b« d 
a bright future on its own. 
SB walked away from merg- 
ers with American Home 
Products, of the US, and UK 
rival Glaxo Weflcome this 
year, wiping Mllinnc off the 
share {nice. In London yes- 
terday, SB shares closed 
down 32_5p, 42 per cent, at 
745p. 

“The market is saying that 

if you're down, even just a 
little, well punish you," said 
Kevin Scotcher. of BT 
AlexBrowu. SB’s pledge, to 
produce double-digit growth 


now looked “very demand- 
ing”. ‘ 

Second-quarter sales rose 2 
per cent to £1.938bo 
(£L895bn>. 7 per cent higher 

at comparable rates of 
exchange, interim sales were 

£3LS26bn (£3.733bn), also up 7 
per cent discounting cur- 
rency movements. Interim 
pre-tax profits were £802m 
(£756m). 6 per cent higher at 
actual exchange rates and 11 
per cent np in underlying 
terms. 

Mr Leschly blamed disap- 
pointing sales of Augmentin, 
an antildotlc, on a mild Du 


season in western Europe 
and the US. Results were 
also undermined by tough 
conditions in south-east 
Asia, as wen as in China and 
Japan where governments 
had forced through price 
reductions. In the second 
quarter last year, sales in 
Asia had rism 16 per cent 
against only 4 per cent thi« 
time. “That inevitably 
depresses the overall sales 
picture,” he said. 

Jean-Pierre Gamier, chief 
operating officer, said “One 
quarter does not make a 
spring.” He nevertheless 


pointed to what he described 
as strong performances from 
Serosa t/Paxil, an anti-de- 
pressant. as well as vaccines 
and newer drugs. New phar- 
maceutical products, defined 
as those on the market less 
than five years, now 
accounted for 43 per cent of 
pharmaceutical sales. SB 
hoped to give Seroxat's sales 
an added boost by extending 
Its licence in the US to cover 
social phobia, be said. SB 
boped to file for regulatory 
approval of Avandia, its 
potentially blockbuster dia- 
betes drug, by the end of the 


year. He denied the drug 
mi g h t be associated with 
liver damage. 

Credit Suisse First Boston 
said of Avandia: “While 
looking very encouraging, 
we cannot at this stage 
definitively rule out the pos- 
sibility of adverse events 
associated with liver dam- 
age.” 

SB announced a second- 
quarter dividend of 2.425p. 
up 10 per cent Earnings per 
share were 43p t4.lp). Ana- 
lysts forecast pre-tax profits 
of £1.72bn for the year, giv- 
ing an eps of 20.4p. 


BBA 

sells 

Ajax" 

arm 

By Andrew E dg ec fi fte-Johasoo 






BBA yesterday completed its 
exit from specialist electrical 
activities with the era™ 
($i35m) sale of Ajax Mag- 
nethermlc. the world’s sec- 
ond largest supplier of 
melting equipment and 
induction furnaces, to a 
management buy-out t«»a>m 
backed by Citicorp Venture 
Capital. 

Analysts welcomed the 
sale, saying they had expec- 
ted the business to fetch just 
£65m-£72m. The disposal 
leaves BBA focused on fric- 
tion materials for braking, 
non-woven textiles for 
hygiene and industrial prod- 
ucts, and aviation services. 

Roberto Quarta. chief 
executive, said BBA would 
retain a 143 per cent equity 
interest in Ajax “to share in 
a portion of any Future 
Increases in Ajax's value as 
it explores opportunities as 
an independent business”. 

The deal is still dependent 
on Ajax completing a bond 
and preference share issue 
in the US, and raising the 
necessary finance, but Mr 
Quarta said he had received 
a “highly confident" letter 
from the buyers’ bankers. 

The sale comes 10 months 
after the £164m sale of 
Haefely-Trench, BBA’s 
power transmission busi- 
ness, to another venture cap- 
ital group, CVC Capital Part- 
ners. BBA will pay a tax 
charge of up to £22m after 
the Ajax sale, reflecting its 
large capital gai n . 

Ajax reported a £10-8m 
operating profit before one- 
off items and management 
charges in the year to 
December 1997, an sales of 
£70m. Its net assets on 
December 31 were £25An. 

About four-fifths of the 
business's sales come from 
North America and Europe, 
and ft is estimated to have a 
23 per cent share of the 
world induction furnaces 
market 


NU says 
life sales 
down 

By Christopher Brawu-Hames 


Sales of life and pensions 
products in the UK have 
begun to slow under the 
impact of higher interest 
rates and the slowing econ- 
omy, Norwich Union said 
yesterday. 

Although it announced an 
18 per emit rise in UK new 
business to £129m ($213m) 
there was a sharp difference 
between first-quarter growth 
of 30 per cent and second 
quarter growth of 10 per 
emit 

Philip Scott, director of life 
and pensions, said both the 
individual and corporate 
markets were affected by the 
slowdown. 

The group expects the UK 
life and pensions market to 
expand by 5 to 10 percent in 
1998, against growth of 
nearly 20 per cent last year. 
Analysts said the second 
quarter slowdown was not 
surprising given the rash of 
activity in the first quarter, 
ahead of the Budget, when 
there were fears of changes 
to pensions and personal 
equity plans in particular. 

Sun Life Provincial Hold- 
ings, the UK insurance aim 
of Axa, the French group, 
also reported slower new 
business growth last week, 
which it blamed partly on 
the intense price competi- 
tion in the UK market. 

Norwich Union said world- 
wide new business 
amounted to U93m , up 14 
per cent in local currency 
terms, after a 6 per cent rise 
In its European and interna- 
tional operations. 



Extension: MBcs Khsfci, Brian Souter and, right, Keith Cochrane, finance director 

Stagecoach seeks rail 
franchise extension 


David Ahmed 


By Jonathan Ford 

Stagecoach, the diversified 
UK transport operator which 
last year attracted the wrath 
of passengers after cancel- 
ling 2,000 trains to the south 
coast because it had made 
too many drivers redundant, 
plans to nfik the government 
to extend its rail franchise. 

Brain Souter, chairman, 
believes Stagecoach could 
win its hid. following the 
government’s offer in Mon- 
day's transport white paper 
to negotiate wtpnainns that 
would benefit the travelling 
public. 

Mr Souter said yesterday 


the company bad recovered 
from its problems, and was 
well on the way to meeting 
its passenger charter stan- 
dards on punctuality and 
reliability. However, accord- 
ing to the rail franc hising 
office, punctuality on SWTs 
main line services declined 
last year from 88.4 pm cent 
to 88 l 2 per cent 
Mr Souter said the group 
would only make its bid 
when the government clari- 
fied the conditi ons. But he 
held out the carrot -that 
Stagecoach would accelerate 
SWT’s investment pro- 
gramme, replacing its 
remaining 94 antiquated 


‘ glam door 1 trains, if success- 
ful. 

Stagecoach has consis- 
tently argued that SWTs 
seven-year franchise period 
was too short to justify fur- 
ther heavy capital spending 
on new tr ains . 

Mike Kinski, Stagecoach's 
chief executive, has sought 
to improve the line’s punctu- 
ality and cleanliness since 
joining the group in May. 

Stagecoach yesterday 

annnnnrw l operating profits 

had risen by 48 pm cent to 
£219. Im in the year to March 
3L The results were in line 
with forecasts Stagecoach 
made last month in April 


Airtours makes entry into 
UK direct holiday sales 


By! 

DanesbUM, Leisure 
Ind ustri e s Correspo nd ent 


Airtours, the UK’s second 
largest package holiday com- 
pany. yesterday quickened 
the pace of consolidation In 
the travel industry with the 
£80.7m ($183xh) acquisition of 
Direct Holidays, a Glasgow- 
based tour operator which 
sells holidays over the tele- 
phone. 

Direct Holidays has 25 per 
cent of the direct telephone 
booking market Airtours Is 
the only one of the UK’s 
three largest package holi- 
day companies not to have a 
domestic direct sales opera- 
tion. To date it has relied on 
travel agents, including 
Going Places, its travel 
agency chain, to distribute 
its holidays instead. 

Th oms on, the largest pack- 
age holiday group, has 50 pm 
cent of the direct sales mar- 
ket through Portland holi- 
days while First Choice 
owns Eclipse. 


The big three tour opera- 
tors now control 90 per cent 
of the direct holiday market 

- a small but rapidly-grow- 
ing sector. 

“Direct holiday selling is, 
like all direct selling in the 
UK. a growth market and is 
■likely to be the method of 
choice with the internet in 
the future.” said Simon 
Johnson, leisure analyst at 
CSF8. “That suggests travel 
shops wQl be under pressure 
so Airtours is entering a 
growth market as well as 
being partially defensive.” 

The acquisition is financed 
through £3£m in loan notes 
and the issue of i&Sm shares 

- 4 per cent erf the share 
capital - to institutional 
shareholders to • raise 
£76. 8m- The share issue is 
underwritten by Hoare 
GovetL 

Direct Holidays, which 
had 200,000 passengers last 
year, made pre-tax profits of 
£L8m on turnover of £65.6m 
in the year to September 
1997. 


Analysts expect Direct to 
make pre-tax profits of £4m 
ihfa year, putting the acqui- 
sition price on a multiple of 
20 times earnings before 
interest and tax. Analysts 
said this looked expensive 
but ignored potential 
savings of £5m through cost 
efficiencies. 

David Crossland, chair- 
man of Airtours, said 
starting-up a direct sell oper- 
ation would have been more 
expensive. Airtours lacked 
direct marketing experience 
in the UK, he said, though it 
operates Ving, a direct sales 
arm in Scandinavia. 

John Boyle, Hugh Boyle 
and Paul Chesnutt, who co- 
founded Direct Holidays in 
1991, will remain with Air- 
tours to manage the opera- 
tion. 

Airtours has underper- 
formed the market by 13 per 
cent over the past 12 months 
due mainly to disappointing 
trading in Scandinavia. 

The shares closed 7%p 
higher at 450%p yesterday. 


Tightening of takeover code 
rules will affect advisers 


By Andrew EdgecSffe-Jobnsoa 


The UK Takeover Panel is 
tightening its roles to pre- 
vent financial advisers of bid 
targets from buying shares 
in those companies, as hap- 
pened In the controversial 
bid for Northern Electric by 
CaEnergy in 1996. 

The amendments to the 
code on takeovers and merg- 
ers will also force any bidder 

nwinng an all-paper bid to 
offer a rash alternative to all 
investors if it buys any erf 

the target stock. 

The ruling over sharfri Hy- 
ing by advisers comes more 
than 18 months after the 
controversy at Northern 
Electric. BZW, Northern's 
finan cial adviser, bonght 
almost £20m (533m) worth of 
shar es in an effort to prevent 
CalEnergy from winning the 
battle for control of the 
regional electricity company. 

Its attempt proved unsuc- 
cessful, and BZW was later 

rebuked by the panel for fail- 


ing to disclose' adequate 
information about a £200,000 
performance-related fee. 

Alistair Defriez, director 
general of. the panel, said: 
“We feel it is right to leave 
the decision at the end of the 
day to shareholders.*' 

On paper bids, acquirers 

An at present buy up to 10 
per cent of a target’s stock 
without offering any cash 
alternative. Mr Defriez said 
this needed to change: “If 
anybody gets out for. cash, 
everybody should have the 
opportunity to do so ” 

He added that the old 
rules “gave an incentive for 
the offerer's paper to be 
ramped up, so that shares 
could be purchased at 
inflated prices and a few 
favoured shareholders could 
get out at an inflated price.” 

The 2) amendments to the 
code make no reference tp 
the so-called “creeper provi- 
sion”. under which a share- 
holder with a large minority 
stake can gradually take 


more than 50 per cent con- 
trol without having to offer 
other shareholders a take- 
over premium. 

Con tro versy ova- the issue 
factored in this year’s High 
Court battle between minor- 
ity -shareholders in Astec 
BSR, the electronics com- 
pany, unil Emerson Electric 
of the US, which had slowly 
increased its holding to 51 
■percent 

Mr Defriez said: "We con- 
tinue to look at the matter, 
and there is a period of con- 
sultation going on.” Other 
amendments to the code will 
encourage advisers to alert 
the panel more quickly to 
“untoward” movements in 
the share prices of their cli- 
ents. 

In future , potential bidders 
whit* walk away from mak- 
ing an offer will not be able 
to return for at least six 
months. The current rules 
bar potential offerers from 
returning for between three 
months and a year. 


Mellon in final 
talks on Newton 


By Jase Martinson, 

Investment Correspondent 

Mellon Bank of the US is 
poised to win control of 
Newton Investment Manag- 
ers in a deal which values 
the privately held group at 
about £i70m ($2S0m) and 
underlines a trend by over- 
seas financial groups to buy 
UK fund managers. 

The proposed cash deal, 
due to be announced by the 
end of the week, would give 
Mellon 75 per cent of the 
company for about £l40m 
with an option to buy the 
rest in four years' time. 

Stewart Newton, the 55- 
year-old founder of the com- 
pany, seven other executives 
and more than 100 employ- 
ees will keep 25 per cent 

Mellon 16 understood to 
have asked Mr Newton - set 
to receive mare than £50m 
for his existing holding of 
more than 33 per cent - to 
keep a stake 

Royal Bank of Scotland, 
the only other si gnifican t 
shareholder, is understood to 
have agreed to sell its one- 
third stake for £56m. 

No one from Newton, RBS 
or Mellon was available for 
comment yesterday. 

The price represents less 
than L5 per cent of Newton’s 
£tiL5bn in assets under man - 
ag emen t and is set to sur- 
prise some investment bank- 
ers. Recent takeovers in the 
industry, such as that for 


RESULTS 


Mercury Asset Management 
or Henderson, attracted 
higher multiples. 

But the eventual price 
could be more than £170m if 
certain earn-out conditions 
are met 

The company, which suf- 
fered several years of poor 
performance before the 
beginning of last year, also 
produced relatively low prof- 
its last year. 

If Anal negotiations are 
successful, industry analysts 
will regard it as a good deal 
for Mellon. While the Pitts- 
burgh-based company has 
bought several asset man- 
agement companies in the 
US, the deal will mark a 
breakthrough for its non-US 
operations. 

In a confidential letter to 
shareholders. Colin Harris, 
deputy chief executive at 
Newton, said the company 
had been faced with agree- 
ing a deal or adopting a 
more specialised niche strat- 
egy. The industry is at a 
“watershed”, he said, with 
increasing polarisation 
between large global groups 
and smaller niche compa- 
nies. 

The US group will appoint 
six of the 11-strong board of 
the new board. Mr Newton 
will remain as chairman 
while Ron O’Hanley, presi- 
dent of Dreyfus, and Keith 
.Smith , senior vice chairman 
of Mellon Bank, will act as 
deputy chairmen. 


COMMENT 


Liffe 


After a series of defensive blunders and midfield fluffs. Liffe 
appears to have found a striker who can put the ball in the 
net. Daniel Hod sot. the departing chief executive, has done 
much of the dirty work, but Lhe task now is to make Liffe 
more commercial. Brian Williamson looks tlie right man for 
the job: he lives and breathes markets, knows LilTe but is 

uncluttered by the sentimentality which has befuddled 
many of its members. 

His stress on the customer is a good start. It is an obvious 
point, but one that needed emphasis at an institution whose 
debilitating internal wrangles cost it business. He will find 
they care about two things: convenience and value. Deliver- 
ing that is the challenge. 

To do so. his members will need to understand that Liffe 
is a business, not a club. Two early decisions would under- 
line his credentials: cancelling the Spital fields expansion 
and makin g clear that Ioffe's future Is electronic. These, of 
course, are the easy hits. The bigger challenge is to go back 
on the offensive. This will involve new products and new 
markets. If Mr Williamson can think laterally and assert 
his leadership. Liffe should rediscover the ability to 
score goals. 

UK licensing laws 

Here's a test for Prime Minister Tony Biair's muscular 
Christianity. The unambitiuusly-named Better Regulation 
Task Farce has proposed throwing puritanical licensing laws 
to the wind. Given Mr Blair's eye for the populist gesture, it 
will be hard to bur}' proposals which in outline have the 
support or virtually all relevant actors. Since it has yet to be 
proved that longer opening hours encourage greater alcohol 
consumption, even the police and health groups support 
e liminating lime-cons trained binge drinking. 

Beer sales will not shake off their secular decline if drink- 
ers sip their pints rather than continue plugging titeni down. 
But the quality of pub earnings will improve as higher food 
and amusement sales more than compensate for greater 
operating overheads. 

Operators of large managed estates, such as Bass, will 
benefit most. But not everyone will be liappy. Nightclub 
operators, such as First Leisure and Luminar, who benefit 
from pubs closing early, could lose some or Uicir less dance- 
crazy customers. 


African Lakes plans 
to double its size 


By Andrew EdgecHfTe- Johnson 

African Lakes, the trading 
group which last year 
became the vehicle for an 
ambitious group of investors 
in Africa, is p lanning a fund- 
raising which should double 
its size and give it the funds 
for larger acquisitions on the 
continent 

The company, whose 
shareholders include funds 
controlled by George Soros, 
will also announce today 
that it is buying out its larg- 
est minority shareholder. 


and that it has appointed 
Chris Foy as chief executive. 
Air Foy spent 2S years with 
Unilever in Africa. 

Miles Morland, the African 
Lakes board member who 
also chain its 26 per cent 
shareholder Blakeney Man- 
agement said yesterday the 
group had agreed to buy 
back a 32 per cent stake in 
its Malawi subsidiary. Man- 
date. The stake is currently 
owned by the state-con- 
trolled Press Holdings, 
which will exchange it for 
shares in African Lakes. 
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STOPANSKA BANKA a.d., Skopje 

USD 15,000,000 
Term Loan Facility 


arranges! London Forfaiting Cyprus limited 
Bayerische Landes bank Girozentrale 

senior managers Bank Rozwoju Eksportu SA. 

Landes bank Schleswig-Holstein International SA. 

haxagek Nova Ljnbljanska banka d.d., Ljnbljana 
Alpha Credit Bank A.E. 

Commercial Bank of Greece S A 
Landesbank Rheinland-Pfalz Girozentrale 
Nova Kreditna Banka Maribor cLd, 

Anson to the bouwh Catalina SA 

AGENT London Forfaiting Cyprus Limited 
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PROFILE LARRY SONSINI, SILICON VALLEY LAWYER 


Rainmaker’s recipe 


Roger Taylor looks at the man who has 
helped replant the Valley with young 
businesses 


Larry Sonsini’s 
( official title is part- 
ner at Wilson Sonsini 
Goodrich and Rosati, the 
Palo Alto law firm. 

But his official position 
gives little clue as to the 
true influence he wields. In 
Silicon Valley he makes 
th frig e happen. 

“Larry is the rainmaker,” 
says Sam Colella, general 
partner at leading venture 
capital firm IVP. “The firm 
has been instrumental in the 
growth of Silicon Valley and 
a lot of that goes to Larry’s 
leadership and the tone he 
sets." 

His enormous reputation 
comes from SO years of work- 
ing closely with the area's 
Investors, nurturing the 
companies which have 
turned this area of northern 
California into one of the 
most economically dynamic 
regions in the world. 

His client list includes 
Apple Computer, Sun Micro- 
systems. Novell and Net- 
scape. In most cases he has 
worked with his clients from 
their early days and is 
regarded as much more than 
a legal adviser, even sitting 
on the boards of some. 

“Larry is not a lawyer. 
Really, he is a very wise 
businessman, ” explains 
Kevin Fong, a venture capi- 
talist with Mayfield Fund. 
“When it gets to the critical 
Juncture in negotiations. 
Larry has the ability to come 
in and say ‘Hey, here are 
both sides, this is how we 
can handle it’. He reminds 
everyone where things 
stand.” 

This week Mr Sonsini is 
flying to London at the invi- 
tation of Gordon Brown, the 
UK chancellor, to give a talk 
on what makes Silicon Val- 
ley tick. He plans to talk 
about low taxes, particularly 
for capital gains on stocks 
and options, liberal capital 
markets, and a benign regu- 
latory environment. 

-But this stock-in-trade 
response is less of an answer 
to Mr Brown’s question than 
Mr Sonsini himself. It la 
people like him and a net- 
work of entreprmieurs, capi- 


talists and “rainmakers” 
who have turned bright 
ideas into companies and 
constantly replanted the Val- 
ley with young businesses. 

Few 'would question Mr 
Sons ini’s qualifications to 
talk about Silicon Valley. 
But some might think it a 
little ironic to hear him 
expound on the virtues of 
HberaJ markets. If the law 
firm of Wilson Sonsini is 

familiar outside the Valley, 
tt Is less to do with its suc- 
cess at fostering small busi- 
nesses, and more to do with 
its attacks on the largest of 
companies - Microsoft. 

Wilson Sonsini, and in par- 
ticular Gary Rehack, the 
head of its antitrust practice, 
must take much of the credit 
for prodding the Department 
of Justice into moving 
against Microsoft The land- 
mark case, which has 
reflected a growing interest 
by regulators in the high- 
technology industry, is con- 
troversial even among Mr 
Sonsini ’s allies. 

Mr Colella reflects the tra- 
ditional West Coast liberal 
attitude when he says: “The 
bottom line for me is that I 
do not want regulation 
regardless. I know Microsoft 
is dominant and aggressive, 
but I am so anti-regulation, I 
would find it hard going to 
the government for help." 

Mr Fong, however, argues 

that Silicon Valley and the 



Larry Sonsini: ‘reminds 
everyone where things stand 1 


government can no longer 
ignore each other *T do not 
fault [Larry] for doing that. 
Silicon Valley is such a cen- 
tral part of the high-tech 
industry and US industry 

that we can no longer say we 
are doing our own thing and 
ask people to leave us 
alone." 

Mr Sonsini says he “would 
rather not have had the pub- 
licity” about the Microsoft 
raw but says the firm was 
only acting in its clients' 
interests - clients such as 
Sun Microsystems. Netscape 
and Novell, which have 
made little secret of their 
dislik e for their overgrown 
cousin. 

Microsoft has complained 
that the case is not about 
protecting consumers but 
about protecting competitors 
such as Mr Sonsini's clients. 
For Mr Sonsini the argument 
is about protecting consum- 
ers in the long run, by pro- 
tecting the innovation and 
creativity which has made 
Silicon Valley what it is. 

“The number of start-ups 
in its [Microsoft's] space has 
dhniniflhff d dramatically,” he 
says. And who can be sur- 
prised after seeing Netscape, 
which built the market for 
internet browsers, being out- 
flanked by Microsoft - 
whether legally or illegally. 

But for Mr Sonsini. the 
question is not whether the 
action against Microsoft is 
justified, but whether - hav- 
ing got the competition regu- 
lators involved - he is sure 
they win not do more harm 
than good to the liberal envi- 
ronment he so values. 

Mr Sonsini is confident of 
success. Why? “Because 
there are those of us around 
who realise we could screw 
It up," be says. But asked 
how up-to-speed on the 
workings of the technology 
Industry the politicians in 
Washington are, a broad 
grin cracks his face. “They 
are getting more involved.” 
he says. 

When he has finished- tell- 
ing the UK government why 
Silicon Valley works, he 
must go back to trying to 
tell the US government how 
to keep it that way. It is not 
an easy task, but then by all 
accounts there are few 
hands more capable than Mr 
Sonsini’s in which to put ft. 
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ELECTRONIC COMMERCE INTELLIGENT AGEffTS 







The potential for robot-like programs that shop or do business 
for individual users looks overhyped, says Geoff Nairn • 


f» 


Tired of trawling the 
net for bargains? Let 
intelligent agents - 
robot-like computer pro- 
grams - do your web shop- 
ping for yon. It is a potent 
vision, but the hype sur- 
rounding "agent technology” 
is in danger of leaping ahead 
of reality. 

Agents are the software 
equivalent of mechanical 
robots - hence their alterna- 
tive name of “bats" - and 
run automate many comput- 
ing tasks. Tim Bemers-Lee, 
inventor of the web, says the 
web has long seen agents as 
a leading technology for 
empowering internet users, 
downloading software for 
their PC overnight or pur- 
chasing their next car by 


WHERE DOES YOUR 
BANK RANK IN THE 
TOP 1 000? 


THE TOP 


1000 

WORID 

BANKS 

To be published In the July 
1998 issue of The Banks 


The Banker's July issue, containing 
The Top 1000 World Banks 
listing will be on sale from July 1 . 
Now in it's 29th edition it is 
universally regarded as the 
industry's definitive benchmark. 

The Top 1000 rankings are the 
only ones based on The Basle 
Definition of Tier One Core 
Capital, revealing the true 
standing of every major bank 
worldwide from capital strength, 
to profitability, to return on assets. 

• Scrupulously researched 

• Rigorously analysed 

• Totally independent. 



Quite simply - The Banker’s Top 1000 
World Banks listing gives the complete 
picture on global banking 

ON SALE AT ALL MAJOR NEWSAGENTS FROM JUCf 1 OR ORDER DJRECL. 



s' 


FINANCIAL TIMES 

rhnr 

ftancM Ham Dwkiwa 

UbW, baMmOCan. 
Me* Houm. MS tamtam 

Court Road. London, WtP 

Rl_ EngmcL Ragktama 
Nwntar 30 S 2 B 1 (En 0 Mmi 
WWMj.WRoBMWtat 
Wo. 0827 8637181. Tt» 
W fllMB MI you |KO « M t 
WMioiudAtai. 
■id mr ta aMd it Mp 
pu Manned of arm 
oo • ■wnwo mimin' 
patadi and toe mMcM 


FAX 


h*. it ;r-r-d>t cm:’ -’r-'cil: 
cr; v," is '-:n~ you vc-jr cocy 
PlcCie quete itfecsnce U793D 


CALL 


Q } : Ml V; 
(:'■= i,'-: v. : th vi-;r credit rera 
cjo'm: r;i-:r;R:s 

U793D 


m 

MAIL 


comparing prices from hun- 
dreds of internet stores. 
Agents could even bid in 
online auctions. 

Such visions have helped 
create great commercial 
interest in agent techno logy. 

Ovum, the UK-based 
research company, predicts 
revenues from agent-related 
products and services will 
reach' $lj6bn by 2001, com- 
pared with $159m last year. 

However, Ovum also 
warns that many early 
attempts at commercial 
agent-based products and 
services are doomed to ML 
“Agents on the web have tre- 
mendous potential, but they 
also face considerable prob- 
lems." said Ovum in a 1997 
report- 

of standards is one 
problem, but the biggest 
issue is that most of what 
today passes for agent tech- 
nology is primitive. “Shop- 
ping bots have not caught on 
because they do not work 
well pnrin gh for consumers 
to trust the results,” says 
Charles Petrie, a researcher 
at Stanford University and 
specialist in intelligent 
agents. 

There are at least SO online 
stores with comparative 
shopping facilities built 
around a “shopping hot” 
which promise to save shop- 
pers time and money. A visi- 
tor to the popular Yahoo! - 
Shopping Guide wanting to 
buy a book can make a 
request for, say, “John Gris- 
ham" and see the same 
results as if the user 
repeated the same query 
manually on lfl sites. 


Jungiee, the US company 
that developed the technol- 
ogy hohind the Site, claims it 
Is comparable to an intelli- 
gent agent because' it is 
“smart” enough to know, for 
example, that “soft toys” 
and “stuffed animals * might, 
be the same thing. 

However, critics see such 
sites as pale imitations of 
true agent technology. “It is 
not efo ar if this is an agent 
application, it is closer to 
database marketing,” says 
Mr Petrie. 

The biggest drawback of 
most comparative shopping 
sites is that they search only 
those online stores that 
agree to pay the site a. com- 
mission. A true agent-based' 
shopping bet would act in 
the interests of the user and . 
if necessary search the 
entire web for the product - 

But this requires that the 
agent software Is located in 
the user’s web browser “ the 
“client” in computing jargon 
- and attempts to develop 
client-based agents have 
floundered, , not least because 
of the. difficulty, of getting 
internet -consumers to pay 
for software. 

This led NetBot, one of the 
pioneers -of “client-side- 
agents, to give 19 last year. 
Excite, the internet search 
engine, acquired the com- 
pany and has used its Jango 
technology to create a con- 
ventional Shopping site. 

“We can all Ima gin e how 
to do this [type of applica- 
tion] better with agents, but 
the point is that e-commerce 
is happening now and with- 
out agents.” Mr Petrie told 


an audience of academics at 
the Agents World conference 
in Paris this month. 

intelligent agents have 
long interested researchers, 
and. the popularisation of the 
internet as a research tool 
has allowed them to put 
their theories into practice. 
Tuomas Sandholm. a 
researcher at Washington 
University in St Louis, Miss- 
ouri, and chief scientist with 
start-up BusinessBots. is 


e-question 


'What role will 
intelligent agents 
have hi the future 
of e-commerce?' 


using agents to. automate 
negotiation in business trail- 
ing. He believes agents are 
often better at finding bene- 
ficial deals than humans in 
situations with what he calls 
combinatorial complexity. . 

Dr Sandholm gives the 
, example of trucking compa- 
nies bidding for haulage con- 
tracts. In an experiment, five 
trucking companies in his 
native Finland used net- 
work-based agents to com- 
municate and . co-ordinate 
trading strategies. The com- 
panies could compete for 
contracts and also form 
coalitions '”qn the fly" - and 
thereby bid for larger con- - 
tracts. “It created a win-win 
situation, for all parties and a . 
17 per cent saving cm costs.” 
he says. 

The trial also showed that 
agents could optimise truck 


routes much better than 
bnman dispatchers. For 
example, an agent would 
continuously search for con- 
tracts in towns near a 
truck's des tinatio n to find a 
“return”, load rather than 
have the truck return to 
base empty. 

. While much agent theory 
is abstruse, researchers 
believe it will play an 
increasingly important role 
in a wealth of internet-based 
applications, such as busi- 
ness-to-fausiness trading, 

miiniihi^nnhp p lanning and 

scheduling, and creating 
competitive markets for elec- 
, trical power - or network 
bandwidth. 

But early hopes that Intel? 
llgent agents- would rapidly 
revolutionise consumer 
retailing oh the internet 
have not been realised^ and 
some see the window of 
'opportunity dosing fast. 
“The lack of progress In 
agent technology only serves 
to highlight the great prog- 
ress made with web software 
which threatens ’ to make 
conv entional agent technol- 
ogy irrelevant." warns Mr 
Petrie. 

The vision of an Internet 
populated with intelligent 
a gents is potent and many 
start-np companies have 
sought to convince investors 
that intelligent agents can 
unlock the full potential of 
the internet 

“Today I would not invest 
money in. applying agent 
technology to e-commerce." 
says Mr Petrie. “However, 1 
‘might do for other applica- 
tions." 

This is part of a continuing 
meekly -series. 
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Internet access 
to international 
shop window 

Software that allows two web. 
pages to be “kicked" 
together, allowing both users 
to see identical images on 
their screens, has been 
invented by Laurence Conroy, 
a web specialist with 
Siemens’ RoI<b Manor . 
research labs at Ramsey, In 
the UK, writes Marcus Gibson. 

The WacX system, or “web 
activated cal centre”, is a way 
of linking browsers, tt lets caD 
centres and technical support 
organisations synchronise with 
customers and ensure they 
get the products, parts or 
services they require. - 
“tt turns the Internet Into an 
International shop window,” 
says Mr Conroy. “WacX could 
revolutionise setting as agents 
can guide you through 
complex buying procedures.” 

With some web sites 
containing 20,000 pages or 
more, the ability to guide 
customers through hundreds 
of pages of parts and . . 
components can be vital. 

Rote Manor, tel UK (0)1794 
833588 (Jute Waters}, fax 
(0)1794 833432- - 

Spreadsheet 
snags searcher 

Amid the scramble to ensure 
that com pute r systems and 
programs are Year 200Q 
compliant, the need to ensure 


that the data contained in 
user-generated spreadsheets 
and databases Is also 
compliant is sometimes 
overtooted. 

To address this and other 
Year 2000 issues aff e c t ing 
desktop PCs and d i strib u ted 
computing systems, 

Symantec, the US-based 
packaged software group, is 
launching 'a product caBed 
Norton 2000. ■ 

The software package, 
which w 81 be available to 
co rporate customers at the - 
end of this month with a retail 
version due in September, 
includes a data scanning 
component that not only *• 
discovers Year 2000 problems 
in complex files, but also ' 
generates a customisabie 
report, and an application 
scan database -which flags . 
problems with popular 
programs. . 

Norton 2000 can scan most 
versions df Excel and Lotos 
1-2-3 spreadsheets as weH as 
Quatro Pro, dBase, Clfoper, - 
Foxpra and. Paradox database 
tWes. Forrecent versions of 
Microsoft Excel, foe program 
wfll colour code and annotate 
the spreadsheet to highlight 
Year 2000 problems. 
www^ymantec.cofn 

Focus on high 
resolution 

Among foe Jkxid of .new. . 
digital cameras aimed at foe 
smaD-business end-consumer - 
market are a growing number 
of megapixel devices ?- v 


cameras capable of storing 
images with more than 1m 
Individual pixels. 

This level of resolution 
enables this new breed of 
digital cameras to produce 
images that c o m pare wett with 
traditional standard-size 
photographs. 

Among the latest megapixel 
machines is Epson’s PhotoPC 
700 -r the Japanese group's 
third digital camera which 
features 1280 by 960 pixel - 
resolution, a high-quality glass 
lens, built-in 2in colour 
screen, continuous shot mode 
and autofocus. 

Like several of its rivals, the 
PhotoPC 700 also allows the 
user to print directly to a 
variety of Epson printers 
without passing foe frnage ~ 
through a PC-. 
www.epson.com - ' : 



Fine feature for 
face recognition 

Some people have a memory 
for faces- so- da computers - 
equipped with some smart' 
software called F&reTT. ; ■ - 
developed by a US company 
catted Veionlcs. 

’ The company was founded 
in 1994_by a team-of 
entrepreneurs and scientists 
which had made a series of . 
important discoveries jn video 
and computerised pattern 
recognition. • 

: Ffcderr enables a .PC. , 
equipped with a low-cast 
standard video camera to ■ 
recognise a feariah face .by 
taking up to 64 Individual 


- ... C 
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measurements of the 
underlying facial features such 
as bone structure to create a 
“faoe print”. 

Among the appScations for 
the -technology are 
computerised identity 
systems, access control, 
banking; information security, 
survefflancaand immigration. 

A trial copy of the software 
is avertable from: 
www.feceftconx - 
www.vfsfontesxorri 

PC audio 
conference unit 

IP telephony - the use of 
internet protocol standards to 
handle standard . 
talecornmunieations such as 
voice cans much more 
cheaply than traditional voice 
networks - promises to 
revolutionise corporate 
ccrnmtmfcafians. 

. Now using TP technology, 
VegaSferearn, a UK-based 
start-up, has launched a PC 
audio-conferencing unit that 
enables staff to work together 
both inexpensively’ and 
effectively. 

A single Vega 200 unit, 
attached to a local area , 
network enables up to 30 staff 
located anywhere to share 
and discuss data talking 
directly into, a 
micrc?*one-equfpped PC 
while viewing and altering 
data on their screens. 
www.vegastrBanj.com - . 

Paul Taylor 
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EURO PRICES 


Greenspan pushes Europe lower 
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EUROPEANOVERVIEW 

By Martin Dickson, 
Ffeandal Editor 


A record-breaking run by 
tranfrEuropean equity indi- 
ces ended yesterday as mar- 
kets dropped across the 
region in response to con- 
gressional - testimony by 
Alan Greenspan, chairman 
of the US Federal Reserve. 

In the first day of bis 
Humphrey-Hawkins testi- 
mony, Mr Greenspan 
appeared a little more hawk- 
ish about the dangers of 
inflation than many analysts 
had expected. 

The FTSE Eurotop 100 

Enrojtyp 3GOBirobtoc 

index 


index closed at 3.056.03, 
down 10.88 points, while the 
Eurotop 300 finished at 
1.321.95. down 5.73. The 
Ebloc 100, which follows 
companies from founder 
members of European mone- 
tary union, ended &89 lower 

at 1,122.70. 

The worst performing sec- 
tor was automobiles, which 
fell L57 per cent as the dol- 
lar strengthened relative to 
the D-Mark on the back of 
Mr Greenspan's remarks. 
BMW was particularly hard 
hit dropping Ecu 293 to Ecu 
940-56. Peugeot fell Ecu &5 to 
Ecu 196 l03. 

Integrated oils dipped 239 
per cent with Royal Dutch 


down Ecu LQ at Ecu 4R24, 
while paper and packaging 
lost 1-37 per cent BIC was 
off Ecu L7 at Ecu 62.72. 

The largest gainer was 
information technology, up 
338 per cent with Cap Gem- 
ini rising Ecu 1.6 to Ecu 
147-36 and SAP (pref) up Ecu 
26 lS at Ecu 6ZL26. 

A research report from BT 
Alex Brown sounded a warn- 
ing on the European hull 
market arguing that after 36 
months the ’‘Euro-babble" 
was looking fragile. 

It said p/e's were at record 
highs and above levels justi- 
fied even by the present 
benign background. Compla- 
cency was emerging about 


the outlook for GDP and 
profits growth at a time 
when the economic risks 
surrounding these valua- 
tions had risen substantially. 

The report argued that a 
correction of more than 10 
per cent was likely before 
the end of the year. “Cyclical 
countries and sectors are 
likely to be the major suffer- 
ers. with Germany the big- 
gest loser from any slow- 
down, as well as the 
Netherlands. Finland and 
Sweden . . . more defensive 
sectors, such as pharmaceu- 
ticals, utilities, telecoms, 
support services, media and 
financials should begin to 
outperform." 
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EUROZONE CREDIT SPREADS VS ECU 


Audria 

Befrm 

FMand 

Ban 

Semmy 


u-.s- 


FMb MbBOOM ■ MHb ■ OMtawtam. O FOE MmMM IMktf 19K M imwl TTBT at 

iwMr m B|IM nm oMb s( to Lotto Sbxft Moms nd tta FtaMM Itau hi n am by FIS 
MoMmI eriFtamo. taT U « «M M» m el fl» MhUb Mck EMhm fise Mf Men 
I by FESC 


Italy 

Lunmbauv 
HettwtaDde 

Pmw 
Spaki 

■OUTo* 

Demaik 
Ereeca 
Sweden 
IK 

So«c kundtw DotaiFT M u rro U on. Tabb takas 
curws to Mdi EoiMcy aid conpaEs to me 


2 yra 

5 yra 

7 yra 

10 ja 

20 yra 

3D yra 

-005 

-0.04 

+009 

+0.02 

•002 

+008 

-ao? 

-0.D4 

+0.09 

+006 

•006 

+012 

—0-12 

+000 

+0.11 

+004 

-031 

-047 

-0.10 

-009 

-004 

-004 

-004 

-0 02 

-0.19 

-0.10 

+04)1 

-0.18 

-a oi 

-005 

+0L69 

+001 

+0.10 

•0.13 

+013 

+032 

+074 

+0.14 

+016 

+013 

•OI4 

*070 

-me 

-004 

+0419 

+008 

+006 

+012 

-0.06 

-007 

+000 

-OD8 

-001 

-003 

+0.15 

+013 

+020 

+013 

+032 

+037 

+0OB 

+006 

+013 

+012 

•017 

+031 

+071 

+0.15 

+072 

+011 

+006 

+072 

+047 

+476 

+340 

+2.73 

+238 

+272 

+0.16 

+012 

+0.10 

+009 

+009 

-007 

+2.05 

+1.74 

+1.48 

+007 

*0 56 

+0 17 


56 P 
rang 


fled 

ax 


Curacy Spread 

Coupn cute Spnrad «L ago 


Spread 
mtt ago 


KFW 

AAA 

0K09 

5.000 

DEM 

+D01 

+000 

+0 02 

France Tricorn 

AA+ 

11/96 

6750 

IW 

•016 

+015 

♦015 

Httax 

AA 

D74J7 

5575 

DEM 

+070 

+0.17 

+070 

log Bank m 

AA- 

01/96 

5.500 

NLG 

+0.15 

+019 

+019 

Bayer Hypo W Bk 

AA- 

02(92 

6.750 

(TL 

•031 

•03 

♦034 

Cun Finder 

A 

Q2TO 

7^0 

DEM 

+OJ1 

+030 

♦039 

Tlmncon- Brandt W 

A- 

03AM 

6775 

FRF 

+036 

+037 

+031 

General des Earn 

B88+ 

03AM 

6750 

FW 

+033 

+033 

♦077 

Bank oi Oku 

EBB 

07/99 

7125 

DEM 

+0 77 

•082 

♦0 85 

HaS Bk id Hungary 

688- 

06/DI 

9000 

ATS 

+038 

+066 

♦0 63 

Korea Dev Bank 

BB+ 

11AB 

5625 

FRF 

+5.78 

+579 

+503 

Argerema 

N/A 

04AB 

8125 

XRJ 

♦372 

+3.19 

+330 


Sam Mencdw EWrrfT M a aaBiia. TUM dnas |Wd qmsds btito one to 
bn»4y repnewdnr creM in ead> rabng bH d anmna ed a Euo *ta* eurendo. 


issan of i 


common common c uwtB l aatoiy treasury you 
uiuily Eoi ora b nfcrdao a smad. 


FTSE EUR0T0P 300 


IBM COM M 


Not On l«d a* 
n *B- B4M 


« « 


JUjCOHOUC BBIHUGES 


nsmnnoBS 


nto on mar M 
M +»- M 


HDB5BOU G0005 & TBmifiS 



- si 12 42 
•3 3A -07 

-7 28 - a? 

-2 402 41 Id 

*2 1U 12 08 
*17 1M SI U 


HVBE3HHI BDUSTHMLS 



WTOHOBLES 


will >*■-** 
••:>T t 

r?W4«|- - --- 







SawoA 

1607 

-.4 

37 

01 

14 












UMtaB 

SMI 

-5 

40 

at 

21 

DBORWim TOWBIDCT 




BULB) 

-2U 

no 

- 

u 

MororA 

53JJ8 

- 

11 

“ 

21 







DAB 

*A 

441 

a J 

48 

■rods* 

id 

- 

M 

wo 

U 

EtoDroWI 

14230 

♦U 

WO 

U 

IM 

ttt 

-A 

ao 

ao 

tB 

HE 

HUE 

*3 

« 

03 

10 

B IP r>0 

(2U1 

+0M 

no 

41 

02 

nan 

■43 

u 

u 

U 

MEM 

3UI 

+3 

7 J 

u 

21 







naa 

-LS 

no 

a* 

to 

tovtyn* 

nrjB 

-U 

253 

u 

U 







■Lit 

-10 

no 

u 

47 

Kates 

522 

- 

52 

23 

10 

HSURAKE 






3310 

•10 

42 

02 

13 

1te> 

■0B 

4.1 

241 

U 

Li 







sun 

-13 

M 

11 

10 

Vteofl 

3BU2 

<0 

310 

07 

LI 

tee 

•y»ai 

•00 

<LB 

U 

LI 


Ascbntobl HUB 


BANKS RETML 


mf?- 


tm***?**- 

tofr" - 
zfoiat jvv«.! 

•a**'. 


Bqlfeatre 


CSOwfli 


«K0W 24» 

fEBCtlSM 

Meta ii n 


ll 

-.1 

-A 

-J 

n» 

-27 

-J 

nl 

4.1 

-3 

43 

-7 

■as 

48 

•7 

•U 

-13 


+U 

-S 

45 

,8 



UDjeslEB 


RpttSai 


i>£ au di ® { 


— vl 
-3 
-J 
-.1 
-J 
-41 


U U U 

233 15 15 

127 - 15 

tsa - oa 
ur 18 14 
nz us u 
u u to 

1U 38 M 

m *28 - 

41 U U 
127 U 08 
M - U 
43 07 LI 

24.1 41 U 

U 41 U 

ms - u 
1L7 25 18 

144 48 U 

<£5 10 25 

17J 41 « 

245 *7 41 

na is 2.1 
u az u 
w m u 

MS 127 41 
45 02 25 

4U U U 
347 41 U 

105 OJ 3A 

225 38 97 

427 27 45 

249 28 25 

U8 - - 

748 41 22 

U 27 47 
45 47 25 
307 45 44 

41 18 24 

17.1 08 - 

«8 48 U 

123 15 27 

03 M U 

48 04 22 

mi 42 17 
115 22 31 

102 41 17 

425 05 - 


ELECIHICnT 

432 


U 

BccbaM 

aus 

♦-I 

ao 

BKtWPW 

na 

-3 

u 

EfidMt 

2MB 

+4 

ms 

Hunk* 

tsar 

-J 

120 

WM 

4EB 

- 

V 

HP fete 

829 

- 

W5 

KaraSSsi 

I2S) 

+.1 

41 

SWRH«r 

005 

-.1 

KM 

sraSeniB 

502 


11 

mow 

SUM 

+.1 

no 


BfCIHBflC a BJECTBBAL EUPT. 

1&» -2-128 08 18 
1.41550 +79 111 - T7 

aUI -41 347 U U 

aw +.1 544 34 07 

411 +.1 22.1 34 27 

4184 +U U IS U 

. 4434 -U 44 - U 

SU4 +11 47 - 43 

K9 +31 341 U 41 

am +41 130 13 68 

71 43 275 38 13 

1431 -J 145 44 U 

fell +41 1U 17 u 



8 Saw 


LBSOBEtHOTELS 


20189 

1443 

4S8 

477 


-U 41 - 47 

II II u u 

- MJ 08 -U 
■303 S3 - 10 

S 225 27 25 

45 125 - 08 

+1 217 - IS 

- 377 40 45 

- 40 II 32 

-7 541 41 U 

-M 348 - 42 

- 28 48 12 

+.1 130 42 34 

-8 75 07 05 

+&£ 341 - 1.1 

*29 325 01 18 


55 34 21 

45 - 21 


M +4T- torn M ™ 


55 12 
41 U 
38 31 
03 15 
41 05 
u u 
- 05 
41 U 
41 17 
41 07 
20 19 


15 29 
23 19 
41 38 


25 2.1 
U 11 

41 01 


25 45 
15 33 
71 26 


15 25 
15 21 
22 34 
41 05 
28 29 
28 33 
02 LI 
41 41 


PKARHACanCALS 



MaA 

I7J0 

-2 

aa 

BPOroal 

ran 

-3 

no 

QnRu 

27J1 

-3 

uni 

■ontsH 

loaooo 

♦tt7 

1054 

WnltaHlA 

12700 

-10 

a 3 

IBhPiHm 

VMB 

•J 

no 

Hon MIG 

UBS3B 

*107 

B1.4 

Bl-I^ 

1BS2B 

AM 

41 

Stoa Betel 

1111 

-A 

BIO 

HMtedn 

13704 

-2D 

47 

Ztnoa 

HH 

•J 

au 

psopsmr 




»lota 

U 


U 

Lad Sec 

1304 

+.1 

70 

iev 

7» 

*3 

12 

RETAILEBS, FOOD 



Ask 

112 

. 

90 

MnH 

2404 

-v4 

147 

Canter 

me 

+U 

2U 

Cmhm 

7431 

- 

43 

mat 


«U 

147 

ate « 

S07 

- 

87 

SdMTOt 

im 

+.1 

150 

Ten 

204 


Md 

SETMLERS, GBB9AL 



Bate 

BOB 

*3 

140 

hbb 

032 

-3 

30 

EUS 

11 U 


112 

H&HB 

G57B 

+0 

120 

IhpUB 

700 


ISO 

tell 

7* 


22* 

tetaM 

*UB 

AM 

CU 

CtedlM* 

15LT7 

-27 

ai 


-75 

-2 


U 31 12 
148 20 17 

88 <4 24 
37 09 75 


SUPPORT 5ERVBES 


Mamet 

*3405 

-as 

72 

- U 

ton 

11H 

+3 

04 

00 L2 

MkA 

10950 

+37 

12 

- 00 

MdB 

19216 

+12 

30 

- 00 


BBQVBW£,PUBS6i RESTAIBAVT5 


BttiHn 


1257 

1433 



n.1 35 99 

Ml 23 
43 15 40 


mEcaaRORAuais 


BT 

C*fc&* 


7237 

1275 



Z7JH 

-J 

Bam Tate 

5701 

AM 


1451 

- 1 

raastew 

BUB 

+J 

■OHLIM 

42a 

-U 

Sacaioa 

7*3 

+1 


*15 

-1* 


^ TOBACCO 


412 

873 


B3 
882 
755 
1341 56 


739 104 29 

231 45 14 

MS 40 21 

132 17 17 

128 23 - 

41 - 18 

mi 33 20 

47 05 44 

104 44 25 

+1 S37 S41 U 

-.1 588 174 48 

-S 48J 44 15 

- 02 85 05 


-.1 335 141 48 

- 38 44 64 

+ 1 39 111 84 

-22 45 - I.I 


07 40 
17 15 


BULOHG MATBOAIS A mCHAHlS 


EMCMn 487 

mb a* 

HMW 553 

susniau 7Ui 

H0HMU45 1247S8 


K 


tadaty 


cnascALS 

w« 

AGAB 


14.45 

mm 

552 



49 

u 

u 

-vl 

41 

- 

LI 


u 

02 

40 

■J 

SO 

- 

LI 

•44 

44 


IB 

-M 

■a 

41 

U 

-vl 

so 

11 

14 

♦29 

ax 

■2 

U 

- 

12 

U 

34 


ExnucmEBOismES 


OH, MTSmUB) 


V 


257 

1155 


44 44 . - 

Ill 15 45 


FOOD PRODUCERS 
ASFME 


+.1 65 


IS £1 
142 14 11 
45 61 12 


mst 

BK 


OaSBKDi 

Bn 
C 


1848 

16M 

MS 

mat 

mu 

1272 

4471 

11165 

«37 

Ufi 

74B 

vu 


U M BlBB Cn W 


- 7 25 - 07 

- 17 57 22 

-14 1U 51 U 
-U IU u II 
. 240 64 22 

-2 62 14 4.1 

J 314 18 1.1 

-J 74 5d - 
-| 275 13 U 
-2 101 35 SI 

. 43 - 25 

•U 13 -6* 


41 U 
01 35 


913 

us 

67.B 

2E2JB -42 WS 61 U 
BtofeM 1MJS i> 12. - tt 

faun 259056 +167 9U 51 15 
USA 21-74 • ** 

tmtmAm mU -J U 

+.1 14 


1281 -.1 735 38 13 

IM 1743 +2 37 61 35 

Ml -* . 445 MS 14 
tydo 4152 J 47 02 21 

1U +14 14 38 14 
■ DUD +.1 48 -33 

I -Wt - Ml U U 

HU mm AM 104 87 Z9 

BM 620 -7 BL7 69 38 

•Hi 0741 +J Ml 13 U 

i 'mm +Li na oa u 


TRANSPORT 

lost VUZ -3 

BM 1811 

D0M>20 W«a 5 -2703 

Btssomor njeom -728 


•2 



WATS 


UdUfe 


UU 

U45 

tea 

1392 


U OS 24 

M7 62 25 
43 - 41 

42 - 0< 

SI 41 17 
98 15 39 
111 21 IS 
62 II 1.1 


17 41 65 
83 02 4.1 

03 U U 
.1 75 05 <9 


-2 


740 

WO 

W14 


+.1 



DTTBFWKtAL 


gis nsiRBunoit 


55G +.» no 6J 25 

155 - 89 54 ■ 

7474 -19 U8 U 44 


HEALTHCARE 


me* - 69 ii is 

OUI >41 40 41 25 

mm +j 57 ■ u 

lUr -J MS U 23 

1631 tj ID - 

3657 -2 7.4 41 M 


PAHS MCXAONG & PBWTWE 

t kakxl a 1.UUI 44 72 

»mniMn ass -3 11 - u 

HE 032 -V IS 41 14 

BAA 234* - 15 • 28 

SM6 2333 ' - 32 01 25 

Eta* 1954 -3 *4 82 32 

-.1 47 12 17 





STA.il 


on 


ww 

24 Hour Srericr - tncrud Dfn8np 

Free RtaLThac Prices - rmnprli (hr rnmikiaiiTii 

0171 

283 

1! 


Website: bttpV/«rora7jtiuoiicalx(Mik 
c-maH: alasdainfri%r(Qwiiot)QUxom -S3- 


Ikion CAL Ijninl 

8333 

f 


FUTURES 
OPTIONS 
& FOREX 

PRIVATE CLIENTS 
WELCOME 


BERKELEY FUTURES L1M1TE 1 i 

38 DOVER STREET, LONDON W1X 3RB JR 
TEL: 0I7L629 1133 FAX: 0171 495 0022 afl 
bltpiVwvir.Ml^ojak ■=-=■ 


►Futures a Options 


► Online Trading 

► margined FOREX 

Row & Optkiss, nMUt-tnm 
hiUKkulirttt 

Bv private 

0800-26^472 

Lonte Oin-217-ITOI 

Oeamy: 0136818100 
SBtaRtotoOSOOGGffiSS . 
mnrAxHraUxIuaa 

U'D-UALDOCK & COMPANY 

■v • i fhiMi'.'il St. • Li'initn KCIV it'!’ 


mini 

REUTERS 


freephone 
FUTURES PAGES 

0800 88 88 OS 

PHILIPS Bfjl 



SHARES 


{INDEX 

FINANCIAL 


- TAX FREE 

0171 896 0011 | v 


OFFSHORE COMPANIES 


obtiM M U7B on* hw 20 W . .. 

For 100 peps FREE nloitf bacon 

MlWKtt DHNHT.H 

ant: reaunDT cook, no 

I mamma: sart a dcocbluji 



I N T F. RNATIONAl. FI TI RES 
C OK PO RATION LIMITED 



Futures, Options & Margined Fores. 
Trading in all major Markets. 

Speedy fills, competitive commissions. 

Try our service md see whar you have been missing! 

Execution only: 0171 - 674-0020 
Full advisory: 0171 - 674-0034 IJR 

Weekly Options Strategics IMi 

Daily Technical Analysis ™S 


F iifureSource 


|i Hpi q»KM|li+uta| nul+lim 4>d* 
on Ftawraa. Opctom ami FX. 

I* Chardni am 



Euro, January 1 1999 

Traders^ Ifjroa havart seen it how are you going to trade it? 

tumniL. EuroVSsion 

W!WWJ ntutechnics.com timnx^Mamn.iuarmumKAO. 

I -^prooet 


Tel. +OA 171 294 0044] 


C i ry*v Real-time cQurties, ftittrrej, cptisns 
I V ldl _lV V? t — C y +nJ new. from only £54 per month 

Frcc/J/irvni ■ 0800 321 321 

www.market-eye.co.uk 


Datastream/ICV 


GNI 


24 

HRS 


All Futures. Options 
«S: Margined Forex 

"Crtmo. Tien TommcoJ 
TcWMfi injtow 
Ensnfc ng* jmmttiilprpii .-o i 4 
Web Siu: bnp-yMmefm .01 uk 


OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


Loading international tax planning firm, otters lull servtco. 

LBMfOK Helen Harper. UB (HONS) Tefc + 44171 35Z2274 
PMk Peter Murptw B.Comm. Tot + 3S31 682 1888 
E-mail: ofntiaeOsclB nwp-ca n* WfltaitamwoctfnMfuaai 
. 90-100 STBKT ST, UHOKW SWSBHJ.UK SCFCBOUP 


w 


A CO^SWffllG 


ED&F MAN DIRECT 



iIP4i»Uw»llHM8MdllJ4^haqlJHtaa>i 


REAL-TIME ELECTRONIC FOREX DEALING 

FREE price leed. charts and news 

(©S 3 ) L'.'a'.W'A L-\ ; 4 ’g^ , M 

E-Mail: rcgerZ.;. lorcs-cmc.co.uk - Tel: -^A4 (0) 1002 53S3SO 


Argus Gas Connections 

Tv/ice-rr.cnth'y intelligsrse brie: on European gss ana pswer 

gsneraticn markets Petroleum Argus 

Freetna! (4- '71 ! 253 37S2. Email: salos-S-pcuoiO'jmarcys.com 


WANT TO KNOW A SECRET? 


The l.D5^jJI1i. Scmnur will show you how The market-. REALLY vat. The 
amazing trad me icctmu|uor, of ihe l«axUry W.D. Gunn can increase your profits 
and contain your lossos. How? That 1 -, ihe wctcl ,UJrt * l5 — • u+wm tu 
Bonk \oin FREE plait Phone 0161 47J 00X0 


TRADE FUTURES 
ON THE INTERNET 


FOR FREE DEMO CALL. 


Lmnco 

+44 (0) 171 892 3311 

■■f it Wd WWm Hi o ww o p i .cow 


W ■ I N 1 Real t-inij olobal coverage 

1 1 1 \| r C ) Jx I ot Sh3r? -' Curren;i55: 

■ ^ J ( \ L_ Bends, Commodities, 

lES 5 T5J3 i U!1 5 Futures £ Options. 

For more nfo ond FREF demo dttc call: Research i C 'TH rTi 6 E ta '"j 

+44(0)171 405 1004 am News 


mm ^14 $20 DM 25 

Rwl WITH FUTURES TRADING 

COMMISSIONS THIS LOW 
E P fit F MAN DIRECT WHY NOTH All US TODAY? 


TT 0500 5G57 1 7 


(TRADED 0P1HIG ALE4) AMAK48LE) 
ELi 8 H^ry-'»i» 8 TV»«rP 8 fU 



From Data Broadcasting Corporation 


REAL-TIME DATA ON YOUAPC 

eqiddai * Mum ♦ aptaa ♦ dentfiyes ♦ bank ♦ wmodttn 
ALL AMB0CANS + FOREX * EUROPEANS * NEWS * CHAKT5 


IN YOUR COUNTRY NOW 

70 Countries atrosi Europe, tho 
Middle Eait and Africa - from Iceland 
to Mowow, from Finiaod to Yemen 





I www.dbceuro.com Tel +44 171 793 3100 


fAttor-t- 1 ' ' 





















FINANCIAL TIMES • WEDNESDAY JULY 22 lW$ 


INTERNATIONAL CAPITAL MARKETS 


Prices recover on unchanged Fed stance 


Hacttfe and Vhcent 
f 0 *? 1 * bi London and WSiani 
*■*»** ta New rork 


Ptices ended mixed to 
riightly better, overco ming a 
brief negative reaction to the 
latest comments by Alan 
^eenspan, chairman of the 
US Federal Reserve, on the 
state of the economy. 

Analysts said initial reac- 
tion to hints of a change in 
monetary policy reversed 
when markets took th e view 
that Mr Greenspan, in the 
first of two days of his semi- 
annual Humphrey- H a wkins 
testimony, was not changing 
his stance on interes t rates. 

'"There is nothing really 
new here. It seems to be a 
repetition of what we’ve 
seen previously," said Nell 
Parker, treasury economist 
at the Royal Bank of Scot 
land. Trading was very quiet 


before the testimony as 
investors waited to hear the 
Fed’s latest th ink ing 
In the OS TREASURY mar - 
ket the benchmark 30-year 
long bond gained £ in morn- 
ing trading to 106&, yielding 
5.690 per cent. 

The 10-year bond was up £ 
to 101a, yielding 5.462 per 
cent and two-year notes 
were down & to SOS. yield- 
ing 5.476 per cent 
Earlier in the morning, 
Treasuries had fallen as 
traders had begun interpret- 
ing the text of Mr Green- 
Span’s prepared text 
Starting his testimony to 
Congress. Mr Greenspan said 
he remained concerned 
about inflation, in spite of 
signs of an economic slow- 
down and the impact of 
Asia's economic crisis. 

He said: “(Sven the cur- 
rent tightness in the labour 
markets, the potential for 
accelerating inflation is 


probably greater than the 
risk of protracted, excessive 
weakness in the economy." 

However, he said there 
were “important cross cur- 
rents” at play in the econ- 
omy and "productivity gains 
still appear to be underpin- 
ning low inflation in the face 
of increased wage demands 
and higher benefit costs, par- 
ticularly for healthcare". 

Analysts said the testi- 
mony appeared to be finely 

balanced between Mr Green- 
span’s concerns about 
threats to the US inflation- 
ary environment and the 
risks from the tm parr on th e 
economy of the Aslan crisis. 

The comments convinced 
the markets no rfmngw was 
imminent in the Fed’s 
stance. Analysts said inves- 
tors were, therefore, expec- 
ted to keep a close watch on 
the contest for the Japanese 
premiership, which reaches 
a crucial stage on Friday. 


Analysts said the outcome 
of the Liberal Democratic 
Party's election of a new 
leader would have more 
impact on the yen, which 
could come under renewed 
pressure if the foreign 
exchange markets remained 
sceptical about the prospects 
for economic reform. 

The benchmark No 182 
JGB yield fell slightly in 
London trading to 1.415 per 
emit, from L42 per cent in 
overnight Tokyo trading. 

GERMAN BUNDS moved 
higher in early trading, with 
the September fixture hitting 
109.18 in active trading an 
the DTB. The fixture settled 
in Frankfurt at 109.15. up 
021, with 465,000 contracts 
traded. 

Economic data released 
early in the day was mixed, 
including a faster than 
expected rise in M3 money 
supply for June and a slight 
decline in tiw Ifo business 


confidence index. But ana- 
lysts said the data did not 
change the interest rate 
environment and were a pos- 
itive sign far bunds. 

James of Nomura 

said: “Mast people agree the 
Bundesbank is on bold until 
after the federal elections-" 
Other European markets 
alSO moved sli ghtly higher in 
quieter trading in fine with 
bunds. . - 

ITALIAN BTPs were 
higher ahead of inflation 
data from the main cities for 
July, for which preliminary 

ffeures are due today. 

The data are again expec- 
ted to be very benign, with 
the consensus far no change 
'from the previous month. 
There have been suggestions 
that a very good figure could 
pave the way far the Bank of 
Italy to cut its discount rate. 

The September future set- 
tled in London at 121J) 6, up 
017, in light volume. . . 


UK GILTS ended a quiet 
apcgfcm unchanged, with the 
focus still resolutely domes- 
tic in spite of the Greenspan 
testimony. Figures for retail 
sales are due today, and' the 
latest estimates -for second- 
quarter gniss' domestic prod- 
uct on Friday, providing fur- 
ther signposts to where 
interest rates are beaded. 

The September 10-year gOt 
fixture was unchanged at. 
108.45 -in trading volume of 
9&000 contracts. 

The spread between the 
benchmark gilt and bund 

contracts widened 2 basis 
points to -129 points, 
reflecting a mild under- 
p mrf nriwnrMsw relative to Ger- 
man bonds and continuing a 
trend established tbis week. 

“At the moment the UK 
market fa probably more 
domestically focused than 
any other market" said' Jer - 
emy Hawkins, chief econo- 
mist at Bank of America. 


S DfOEST ; ' /; ? 

INITI AL PUBLIC OFFgUNfiS ■ 

Equant shares jump 50% 
on first day’s trading 


pi r 


Scottish Power in move 
to broaden investor base 


New international bond issues 


INTet^TlOf^BCN^ 

By Jeremy Grant 


Scottish Power came to the 
market yesterday with a 
debut D-Mark denominated 
offering in an attempt to 
capitalise on the growing 
appetite for corporate paper 
in advance of European 
monetary union. 

The company's 10-year, 
DM72Sm bond was the first 
by a UK utility In D-Marks 
and was priced to yield SS 
basis points over the bench- 
mark bund. It tightened by 
two basis points shortly 
after launch. 

Bankers said there was a 
strong response from Euro- 
pean investors - principally 
insurance companies and 
pension funds in the Nether- 


lands, France, Germany and 
the UK. The deal was led by 
Warburg Dillon Read and 
Deutsche Bank. 

UK utilities have previ- 
ously issued flnTTar and ster- 
ling paper to target investors 
based in those currencies, 
but Scottish Power's choice 
illustrated a desire to 
broaden its investor base 
and set a benchmark for 
issues in the euro zone, a 
syndicate official said. 

“It’s an indication of the 
type of market we can 
expect next year when pan- 
European institutional 
investors are prepared to 
buy European corporate 
credits, especially those with 
a bit of spread." he said. 

Scottish Power is rated 
Aa2 by Moody’s and A+ 
by Standard & Poor’s. 


UK financial services 
group ABBEY NATIONAL 
con tinned with its strategy 
of borrowing in euros by 
m airing a Bosom three-year 
issue that capitalised an a 
lack of recent short-dated 
issuance in the currency. 

The deal was priced to 
yield 18 basis points over the 
119 Bobl, roughly in line 
with Abbey's existing 
August 2001 deal in the euro. 

Swiss retail investors and 
institutions in Germany and 
Luxembourg were the main 
targets, the aim being to 
diversify the. company's 
investor base, said sole lead 
manager Warburg Dillon 
Read. 

The offering was one-half 
to two-thirds sold by the 
close of trading. 

OSCAR FUNDING, a Cay- 


■ U 3 DOUj*r£ : 
Afgantarfa Global Hrwncto 
Oacw Fuidtofl Cap 0(1# 
DSL Bar*#) 

Slpna Prance Corpt 
BOS WK/teabaW** 

Bodays Capital Csym£n&§ 
jii Mina:- •; :I\- V* 

gUX M l? rowgr pic 

■ '■ 
MSOW&CofcB 

*. BtBKW-ffltyHqS. :-V " 
BLFA 


10001 Aug 1MB 005 - CSFB 

10000R Aug 2003 O30H - 0KB (ntemattohe] 

9&572R Feb 2005 070R +29(5HJuna3! Nomura Womticoal 
100.00 Jon 1988 O.Q5 . Manfl Lynch hWamriani 

10030 Jin 1999 004 Mona Lynch k w amaflon ai 

lOOQO Aug 2001 050 eardaya Capital 

'i -- ■ . T‘. . -if.-.'i .-4 ::^ ; .V" v - -a 


Shares in Equert, the daterptwork operator eontroied by ~ 
leading Rjr^oes. soared nearty SO per certt after the company's ♦ 
initial' putitic offering j«s4«day. TWahai«acp«iBda*S4d, ' * 
some 48 per cant-above the 'flotation price of $27, and. ■■ 
touched a high of $41* on tire htew York Stock Exchange in "• 

heavy turnover^ -Equant- was atao feted ln Purls at FFr161.50, -• 
and dosed at Fft243 after reaching FFr250L_ . v 

At fts peak immecfe^y after tradfop sfartad,&?uBnrs mar- - 
ket capWateation was nearly $8bn, c ompared WBh lha flbta- •- 
tton value of S5.4bn. faftbf expe ct a tio ns war* that the IPO. ) 
announced kr May, would value Equant, based In Amsterdam h 
and Atlanta* at' $4£brL However, drong demand for selected « 
technology IPOs hba&een afasbftB oftiteftew issues market - 
this year. Shares In BreadcasLcon^ a U& Internet start-up, 4 
rose from $18 to S74aftatthe company's public offering last “> 
week, which observers sak# was the biggest; opening premium 
ever for an IPO. - • • ? - 

-Tha price range of Equanfs offering was -raised test . week to « 
S24-S27 from an earlier $1 &50-S23; reflecting heavy Interest 1 

during Investor: roadshows. Demand is isxlarstood to have ■ 
been at least 10 bines toe 26.1m new shares on offer, 

Some 15 per cent of Equant was floated In toe IPO, which - i 
wH raise aiotal at $81 Dm ff an ovar-aUotmertf option of an. : 
addfflonal 3An shares la exarc&ecL Morgan Stanley Dean 
Witter and Salomon Smith Barney were global co-ordinators ‘ 
on the issue, with Morgan Stanley amntog toe books. 

The Ska Fou nda tion, a Belgian-registered do-operative ' : • 
owned by the world's aJrflnes^ bolds about 60 per cent erf . * 
Equant after the IPO. Another 25 per cent is owned by a . r -. t 
group of institutions led by Morgan Stanley Capital Partners, 
and the remaindar is thie free float Vincent Boland : ■? 
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Fitch IBCA expands in Mexico 


man Islands-based limited 
purpose vehicle for Orico, a 
Japanese consumer finance 
company, returned to the 
asset-backed securitisation 
market with a $250m. seven- 
year floating-rate note. 

The deal follows the com- 


pany's debut ka ifl, launched 
in February, and offered a 
margin of 34 basis points 
over one-month US dollar 
Libor. 

An nffirfai at lead man- 
ager DKB Internati opal said 
the dpa l b*d effectively so ld 


out during the book-btdlcBng 
peiod. 

The largest share of distri- 
bution went to institutional 
investors in the UK and 
Ireland, thnnp h rtomand was 

also reported from the US 
and continental Europe. . . 


Fitch IBCA. the London-based credit rating agency, has 
bought Ctesificadora de FUesgos (Clase), a Mextean domestic T 
rating agency, expanding into one of Latin America’s key . ^ 

emerging markets. ^ 

The two agencies have been affiliated since 1992 through a i 
technical assistance agreement Clase is one of three recog- J 
nlsed domestic rating agencies, and assigns national ratings J 
to almost 100 companies across Mexico’s In d ustri al aid - { 

IfnancM sectors. It rates 49 mutual finds and seven pension 4 
finds. Ffficft IBCA already has assigned intern a tional ratings to » 
12 Mexican financial institutions. . j 

. FIteh IBCA said the acquisition of Class, which has j 

changed itsnama to Fitch 18GA Mexico, would bolster Ha . • 
plans "to Increese Its International ratings of unsecured debt 
of Mexican companies and of international securitised trana- t 
action^ 1 .. The agency also said it was co-operating with Clase .* 
and other Institutions in Mexico to develop a secondary mort- , 
gage marlost for performing and non-performing mortgages, i 
Vincent Boland ■ ‘ 
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CURRENCIES & MONEY 


Dollar gains on Greenspan warnings 


1 'WORLD INTEREST RATES 
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MARKE TS RE PORT 

By Sfcaon Kuper 

The dollar gained yesterday 
after Alan Greenspan, chair- 
man of the Federal Reserve, 
reiterated that “the risks of 
a pickup in inflation remain 
significant". However, he 
also said that the Asian cri- 
sis appeared to be slowing 
the US economy. The market 
was left expecting interest 
rates to remain unchanged 
for some time to come. Mr 
Greenspan was giving his 
semi-annual Humphrey 
Hawkins testimony on the 
US economy and monetary 
policy to the Senate banking 
committee. 

The dollar's rise was 
sharper against the yen than 
against the D-Mark, partly 
because Mr Greenspan said 
Japan had made a “major 
mistake'' in not addressing 
its banking problem sooner. 
That had made the problem 
“far more difficult to resolve 
than it would have been say 


POUND SPOT FORWARD AGAINST THE POUND 


five or six years ago" 

Robert Lynch, currency 
strategist at Paribas Capital 
Markets in New York, said 
Mr Greenspan's . warnings 
about inflation were hardly 
surprising. “As the Fed 
chairman, he is going to be 
cautious about inflation," 
said Mr Lynch. "He followed 
the same logic that the Fed 
used in adopting a tighten* 
fog bias In the March meet 
IQg. But the basic mpqcniy is 
that inflation is still low." 

The dollar rose YU 
against the yen and 03 pfgs 
agai n st the D-Mark to dose 
in London at Y140.1 and 
DM1.788 respectively. The 
dollar's gains dragged the 
pound up Ll pfgs against the 
D-Mark to DM2.944. Euro- 
dollar futures contracts fell 

slightly 
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Yesterday was almost as 
quiet as Monday had been, 
with little other than Mr 
Greenspan's testimony to 
move the market. German 
M3 money supply for June 
grew more quickly than 
expected, but the Ifo index of 
west German business senti- 
ment for May fell even more 
than expected. Traders are 
confident that the Bundes- 
bank council will leave inter- 
est rates, unchanged at 
tomorrow’s meeting, the last 
before its four-week summer 
holiday. 

■ Perhaps the surprising 
thing about Mr Greenspan's 
testimony is how little it 
moved the currency market. 
Here was the most powerful 
figure in the financial world 
giving a semi-annual 
account of how he saw the 
world’s biggest economy, 
and the dollar barely 
budged. 

That is partly because the 
Fed’s stance - interest rates 
most rise one day, but not 


t&fadBiai Rads tsget rate 
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now — hag barely changed 
for months. However, 
another reason is that we 
are now better Informed 
than ever before about what 
Mr Greenspan is thinkin g. 
Mr Lynch points out that it 
is about five years .since the 
Fed began making its 
thoughts more transparent 
to the market Mr Greenspan 
has lost much of his ability 
to surprise traders, and thus 


to move the dollar. The “Mr 
Dollar" of the moment is not 
the Fed chairman but Robert 
Rubin, treasury secretary, 
because Mr Rubin's policy 
on the dollar seems more 
changeable ih a T? Mr Green- 
span'S views on interest 
rates. 

■ The Polish central bank 
had to intervene against its 
own currency yesterday, 
buying an estimated SLOOm 
in the market. The zloty has 
continued to rise even 
though Polish Interest rates 
dropped 2 percentage points 
last week. Helped by the 
growing calm over Russia, it 
was fixed yesterday at a 
record 8.77 per cent above 

■ OTHffi CURREHC1ES 

M 21 f S 

Cart ft) 51 21 40 - 51-2850 31 1010 • 31.1290 
feiWT 355351 - 355206 21 6. IS) - 215710 
tan 4S4Z5D - 4*010300000 - 300000 
King* 05047 - 05053 03065 • 03057 
tail 4JB20 - 4 7893 19040 • 25070 
MM £6564 - 05633 3.4350 - 3075 
(testa 102441 ■ 102540 02210 - 02240 
UAL 60482 - 6 0513 1B729 • 36730 


the centre of its trading 
band. The Czech crown also 
continued its recent rise. 

■ 4CAST, the economics 
consultancy, has asked 62 
people on trading and 
research desks of banks for 
their forecasts of Friday's 
election for leader of Japan's 
Liberal Democratic Party. 
Whoever wins the vote is 
likely to become Japanese 
prime minister by the end of 
the month. 

Two thirds of respondents 
expect Keizo Obuchl to win. 
with the Japanese banks - 
presumably the best 
informed - agreeing 

Most respondents said that 
if Mr Obuchi won, the yen 
would immediately drop 
about Y1 against the dollar, 
and by almost another Yl in 
the next week. They felt 
“that the Japanese would 
‘revert to type’ and would 
continue to procrastinate on 
both the tax and bad loans 
front”. All the candidates 
have promised reforms. 
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LONDON MONEY RATES 
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E&! 3,000,000,000 
Euro Mecfium Term Note 

and 

Eire Depositary Receipt Progr a mme 

of 

Lavoro Bank Overseas N.V. 

and 

Banca Nazionale del Lavoro SpA 

Series N* 3 

Banca Nazionale del Lavoro SpA 

— Hona Kona O r a n ch — 

USS 100,000^00 Suborcfinated Floating 
Rate Depositar y Receipts due 1999 

In accordance with the terms of ihe Series N° 3 Depositary 
Receipts fthe "Receipts"! dasohed in the Pricing Supplement 
dated as of July 1 5, 1994, notice is taeby gwen that for die 
Interest Period from July 22, 1998 to Ocmber 22, 1998 the 
Receipts will carry sn Interest Rate of 6.0625% per annum. 
The Interest Amount payable on the relevant brte*esr 
Payment Date, October 22, 1998 will 
be US$3.10 per Receipt of The Cateubnon 

USS 200. USS 30.99 per **** 

Receipt of USS 2.000 and KrtodmtbmA 

USS 309.36 per Receipt ft? A v I inmmhmmrj 
of USS 20,000. 
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1 . Conversion Price bercre reset: Yen 95450 per shore 

2. Conversion Price after reset: Yen 687.00 per share 

3. Effective dale of the reset: 34lh July. 1998 

The Board of Directors of the Company resolved on IKUl June, 
1998 to nuke a Slock split of one shore into 1.05 shares to 
shareholders of record as id 1 31 m July. 1998 Tokyo lime. 
Accordingly, the Conversion Price of the Bond will be adjusted 
as follows: 


1. Conversion Price before adjustment: 

2. Conversion Price after adjustment: 

3. Effective date of the adjustment: 


Yen 687.00 per shore 
Yen 654 JO per share 
1st August, 1998 
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COMMODITIES & AGRICULTURE 


Kuwait favours further oil production cuts 




With estimated global crude 
reserves of 5bn to 6bn 
barrels, the Kuwaiti oil min- 
ister said y esterday his incli- 
nation was towards seeking 
farther production cuts from 
the Organisation of Petro- 
leum Exporting Countries. 

Such reserves "could take 
years to consume, 1 ' said 
Sheikh Nasser al-Sabah. 
adding that he did not antici- 
pate a substantial rise in 
prices before the northern 
hemisphere's winter, when 
demand would pick up. 


The minister repeated his 
view that Opec's decision in 
November 1997 to increase 
its production by 10 per cent, 
to 27.5m b/d, lay behind the 
collapse In prices, which 
have seen Brent blend - a 
key international bench- 
mark - fall from an average 
$19.30 a barrel In 1997 to an 
average of slightly more 
than $14 this year. 

On the International 
Petroleum Exchange in Lon- 
don, Brent blend picked up 
slightly in the expectation 
that US inventory data, to be 
published after the IPE’s 
close, would show a slight 
feU in crude stocks. 


The September-dated con- 
tract stood at $1259 a barrel 
in late trading compared 
with Monday's close of 
$1256. 

Analysts said American 
Petroleum Institute data 
could show Inventories down 
2m barrels, suggesting the 
market's bottom could have 
been reached. 

Meanwhile, Venezuelan ofl 
exports are set to rise in the 
second half of 1999 to 3.15m 
barrels a day from around. 
2.5m b/d in the first six 
months of the year, accord- 
ing to Luis Glusti, president 
of the state-owned oil com- 
pany Petroleos de Venezuela. 


Trinidad aims to triple 
natural gas production 

A consortium of US, European and local companies plans to 
invest $3bn in a Caribbean LNG venture, writes Canute James 

T rinidad and Tobago is a $lbn plant to produce 3m the most fruitful areas ii 
set to become a algnifl- tonnes a year. Production the world for natural grn 
cant producer of is expected to begin next production.” 


T rinidad and Tobago is 
set to become a signifi- 
cant producer of 
liquefied natural gas under a 
$3bn investment plan by a 
consortium of US, European 
and local companies. 

The Caribbean state is 
expected to give the green 
light to the venture, which 
will expand a $lbn LNG 
plant scheduled to start pro- 
duction next year. 

Partners in the consor- 
tium , called Atlantic LNG, 
are fine-tuning the proposal 
for the investment, after 
which negotiations with the 
government will start, said 
David Wight, president of 
Amoco Trinidad, a subsid- 
iary of the US energy com- 
pany that is the largest 
shareholder in the venture. 

“Some high level discus- 
sions have already taken 
place with the government, 
and the partners are meeting 
this week to prepare for 
negotiations," Mr Wight 
said. 

Hie proposal would triple 
the capacity of Atlantic 
LNG, which is constructing 


a $lbn plant to produce 3m 
tonnes a year. Production 
is expected to begin next 
year. 

Amoco has a 34 per cent 
stake in Atlantic LNG. with 
British Gas holding 26 per 
cent Repsol of Spain has 20 
per cent with Cabot Corpo- 
ration of the US and the 
state-owned National Gas 
Company of Trinidad and 
Tobago each holding 10 per 
cent 

The output of the first 
phase has been sold under a 
20-year take or pay contract, 
with Cabot LNG, a subsid- 
iary of the Cabot Corpora- 
tion, taking 60 per cent and 

Rnagag of Spain taking the 

r emain der 

“We are awaiting the pro- 
posal from the companies, 
and we are expecting this 
shortly, " said Finbar Gan- 
gar, Trinidad and Tobago 
energy Industries minis ter. 
“This project has the poten- 
tial to catapult Trinidad and 
Tobago to the top of the 
world league of LNG produc- 
ers. Trinidad and Tobago is 
now established as one of 


the most fruitful areas in 
the world for natural gas 
production.” 

The consortium plans to 
lift LNG production in Trini- 
dad to 9m tonnes a year, 
with 5m tonnes from the 
expanded operation being 
sold to Repsol under a 
20-year contract starting In 
2001 or 2002. 

Repsol will have the 
option of taking 10 per cent, 
rising' to 30 per cent, of Amo- 
co’s natural gas exploration 
and production assets in 
Trinidad and Tobago, if the 
contract is approved. 

The expanded plant, with 
a total cost of $4bn, will be 
the single biggest Industrial 
investment to have been 
made in the Caribbean, and 
the first new LNG plant in 
the western hemisphere for 
more than 25 years, accord- 
ing to industry sources. 

The expansion in LNG pro- 
duction has been encouraged 
by recent finds of commer- 
cially exploitable gas depos- 
its by North American, 
European and South Ameri- 
can companies, which have 


The country, which is 
Latin America's largest ofi 
producer. Is committed to 
produce no more than 
2545m b/d until July 1999, 
under the round of cuts 
agree! by Qpec in-June. 

It consumes an average of 
just 350,000 b/d for domestic 
purposes, and the degree of 
its adherence to the produc- 
tion cut pact is seen as criti- 
cal to the pact’s success. 

Tr ading in soft commodi- 
ties on tiie London Interna- 
tional Financial Futures 
Exchange was somewhat 
overshadowed yesterday by 
news of the resignation of 
Daniel Hodson, Liffe chief 


executive, and the appoint- 
ment of Brian Wilhamson as 

Just 2,678 lots of coffee and 
UH9 lots of cocoa changed 
hands, with no news of any. 
substance in the physical 
markets, and merely routine 
activity ini the derivatives 
side of the business.. 

September cocoa finished 
£8 lower at £L08B a tonnes 
while September coffee 
ended $1 down at $1554 a 

Weather forecasts from 
Brazil’s coffee-growing 
regions suggest perfect har- 
vesting conditions for the 
next week. 



Conditions were- also sub- 
dued on the London Metal 
Exchange, where the only 
of theday focused on 
three-month nickeL 
The contract singed to a 
six-wed; high in the after- 
noon, following- the metal's, 
move through technical, 
chart-based resistance of 
$4500 a tonne. The last trade 
of the day was $sao higher 
than Monday's dose, at 
$458S a tonne. 

. The market in. copper was 

dull, with the three-month 

contract closing $6 lower at 
SL711 a tonne, while alumin- 
ium ended at $L363 a tonne, 
down $8. 
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signed production sharing 
a grwmwnts with the govern- 
ment 

Amoco has made several 
large find* , and the company 
will provide the feedstock of 
the expanded LNG produc- 
tion. It will consume about 
L2bn cubic feet a day, said 
Mr Wight 

Trinidad and Tobago's 
proven reserves of natural 
gas have increased from 
8,000bn to I9,000hn cubic feet 
over the past five years. 


1 ,9V 92- aa 94 96 *' »' 96 


according to Basdeo Panday, 
the prime minister. Atlantic 
LNG is expected to increase 
natural gas production to 
L5bn cubic feet a day, he 
said. This will be almost 
double current production. 

But it was more than the 
availability of natural gas 
that- influenced the consor- 
tium to consider expanding 
the Atlantic LNG venture, 

said Mr Wight. 

“The business environ- 
ment in .Trinidad and 


Tobago is positive, and for a 
project like this the govern- 
mental, legislative and legal 
framework must be in place. 
These things are here.” 

The government has been 
quick to consider proposals 
from compani es wanting to 
invest in the country. “The 
government moves fast an 
Pimm matters, which means 
that the companies earn com- 
plete a project quicker, and 
consequently at a lower 
cost," Mr Wight said. 


JNEWS DIGEST ■ 

' OIL AND 6 AS , - ~ v - 

Proven hydrocarbon 
reserves rise at PTTEP 

PTT Expioratiori and Production (PTTEPJ, the Bsted upstream 
ofl and gas subsidiary of Thailand's state-owned Petroleum 
Authority of Thatartci, saWyasterday tetofcri remaining 
proven hycfrortffbdrr reserves at June 30 were 727.7m barrela 
5 oH equivalent (**), up 21-1 per cent to sbt months ago. 
Probable and possible reserves durfog the same period 
declined by 2-4 per cent to 672.8m boo. 

The company attributed the increase m woven reserves 
mainly to the That^Mateystoi Jabit Development Area,' where 
PTrEPs share of proven reserves stood at 1 5.1 m barrels of 
condensate and €Q9bncu ft of natural ges. Probable and pos- 
sible reserves are in 1I» region eff43.5m 
sate and 1,592bn cu ft of natural gas. . .. 

. pTTEP said additional inf o rmation from deHneatfan watts at 
■the BOngkot and SI projects also contributed to the rise In 
proven reserves. 

The deeflne m probable and possible reserves was attri- - 
buted to an upgrade of some pcferitWprocfcxXfan to proven . 
reserves. 

In the first six months of the year, production averaged 
38,000 boe a day, down 7 per cent from the 1997 average. . 
The company attributed the fall to a three-week shutdown of 
the Bohgkof project In April to install additional fedUtfea for 
the expansion oTgas production to 550rn cu ft a day by the 
end of July, up from the currant 350m cu & . 

Ted Bardacke, Bangkok 

SUGAR _ 

Russia raises impart taxes 

Russia’s move In effect to stop Importing sugar this yew will 
deal further blow to a depressed 'sugar freight market, 
according to analysts. Sergei KJriyenfo, Russian prime minis- 
ter, yesterday signed a decree raising import taxes to 75 per 
coit and 45 per cent for raw and white sugar, respectively, 
from 1 per cent and 25 per cent The taxes will be charged 
from August 1 to December 31. 

The move followed protests from Rus&an sugar producers 
after a four-fold Increase tn Imports to 2.8m tomes In the first 
half of 1998. ' . 

“Although the taxes had been talked about for a long tens, 
some people didn't believe they would happen,* one sugar 
analyst said. 

Shlpbrokers said the Import tax increase would In effect 
close the door on further imports this year. Russia Is the main 
importer in a market already depressed by ample supplies - 
and a lack of large buyers. “[The market] reafly is very quiet 
indeed. It hasn't been this quiet tar a long time,” said a sugar - 
freight manager. Reuters .. 

CORRECTION. _ 

Eagle class cruise ship 

The Eagle class cnise slip is befog built forftaya! Caribbean 
International,- not for Cirnft/al Line as reported in file FT of ' 
July 17 * - - 
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COMMODITIES PRICES 


BASE METALS 
LONDON METAL EXCHANGE 

picas tram AnW^mKad Metal Ifedtotf 
H ALMUfBH,9BJ POTT <S per tarn) 


Precious Metals continued 
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GRAINS AND OIL SEEDS 
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387.0 

-06 3946 

385-2 

1.484 

0612 

Jan 

388.0 
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Tea from the Tea Qrolwrs' Associa- 
tion 
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W has the same meaning wherever it occurs hi 
the dues 


.itaAMreMFI] 

* nagt-ttMh 


ACROSS 

1 Root a party Coir a W(7) 

5 W, another one just like 
Cyrus? CD 

9 Less of . the road to the 
north? (5) 

10 W with a lamp heard to be 
quick with a stick (9) - 

11 Break up the entire three 

Vinnrlrori odd (9) 

12 Bather the W! (5) 

13 Ws bus iness? (5) 

wft^measures 
mtidsgd (9) 

18 Writs* Harriet to swallow 
Vichy water? 09) ' 

19 Was bold enough to 'do 
. housework right .ibsfde (5) 

21 Reqiectfiiltiilefdrabiriitqi 
that’s out of work, sadly (S) 
23. Confectioner's gamble 
about weak of host (6,4) 

29 Throw dice, at a fight and 

laugh helplessly, perhaps 
(43) 

26 Setter’s' having a shot- at 

the conrplete'insect (5) 

27 Five years craving for 
drink (7) ' 

ZB Topless seaside resort is 
trendy (5^) 

DOWN 

. l May W(7) 

2 Flhn director, ' somewhat 
trendy, with cake (4^) 

3 It’s used for housework an 
stage (5) 

4 Alternatively part of the 
' Bible with fcmile sage (9) - 


5 An oxide used by dree (5) 

6 A. bit of potato on . the table 
- it's not tiie best timber 
® 

7 American city coming in 
from a happening (5) 

8 Unlike quangos, etc, in 
order to e ltmmatw plimh in g 
(73 

14 OrweH cooked rice fcr Tony 

(4# 

16 W headgear f3-6) 

17 as opposed to false 

hearts, not a W (54) 

18 W for the ob sc urity paint- 
ere get left with (7) 

20 W upset Tony - hop -off 
inside (7) 

32 Musical entertainment, 

. marble in dream? (5) 

23 Won Tin Belfast (5) 

24 -Object' to . disturbed . night 

Solution 9,739 ■' 
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LONDON STOCK EXCHANGE 
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1 Greenspan warning triggers downturn in equities 




ItanONr wntfuot fjaNnf' 


5 MARKET REPORT 

By Stow Thompson, 

UK Stock Maitet Editor 
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London’s equity market 
backed off sharply yesterday 
as Alan Greenspan, chair- 
man of the US Federal 
Reserve, again lived up to 
his reputation for spooking 
global stock markets. 

Delivering the first part of 
the regular twice-yearly 
Humphrey Hawkins testi- 
mony to the US Senate's 
banking committee - 
address to Congress takes 
place later today - Mr 
Greenspan sent most global 


markets tumbling by saying 
the risk of an inflation 
pick-up probably outweighs 
the threat of a sharp slow- 
down. 

And world markets - Lon- 
don included - became 
increasingly ragged as Mr 
Greenspan continued, saying 
the Fed may need to lift 
rates if the jobs market and 
demand do not slow. 

He also referred to stock 
market strength, pointing 
out that the level of stock 
prices may be hard to sus- 
tain. 

When the dost had settled 
on the late flurry of Green- 
span-Induced activity in UK 


stocks, the FTSE 100 showed 
a 46.3 decline at 6,132.7, but 
was well above the session 
low, 6.115-4, recorded as the 
Fed chairman 's speech was 
infUll flow. 

London matched Wall 
Street’s early decline point- 
for-point, with the Dow 
Jones Industrial Average 
dropping 60 paints at its 
worst during London trading 
hours, before rallying to 
show a 20-point loss as Lon- 
don closed. 

Marketmakers Insisted 
that the downturn in the UK 
was not accompanied by any 
real weight of selling pres- 
sure. ‘'What we got from Mr 


Greenspan was a reminder, 
not a threat - It was a gentle 
jab . In the ribs, not the 
punch on the ifl»n that some 
had feared,” said one dealer. 

The second-liners and 
smallcaps were easier but 
never under real downside 
pressure. The FTSE 250 
dipped 5.5 to 5,703.7 and the 
FTSE SmallCap 2L8 to 2&&2. 

Earlier. London, along 
with most other European 
mgrfrflfg , was given a prelim- 
inary jolt during the morn- 
ing by remarks by Barton 
Biggs. Morgan Stanley Dean 
WitteTs highly influential 
global strategist. 

He forecast a ‘'quick and 


violent" drop in European 
and US stock markets 
sparked by the problems 
encompassing many of. the 
Asian economies. 

He said the US market 
could well fall 120 to 36 per 
cent in the next six to Trine 
months with European mar- 
kets following up with fells 
of roughly 10 per cent 

Around the various sec- 
tors, the hanks were mostly 
given a thorough shaking 
ahead of the results season. . 
which kicks off tomorrow 
with figures from Northern 
Rock. 

HSBC was the exception, 

however, the shares recoup- 


ing aR and more of Monday's . : 
losses in the.wake of the rise 
in the Hong Kong market. ■ 

Once again there .was 
acute disappointment' 

. around the trading desks at. 
the. continuing low level of 
activity-in the- stock market 
Dealers said they expected, 
business to tail . off -even 
more as the holiday season 
gets frilly underway. 

Turnover. . yesterday 
reached 7O0ka at the 6pm cut- ' 
off point, wen up on Mon- 
day's dismal 580.1m, but still 
well below the levels of the 

past few months. Non-FTSE 
100 stocks accounted for 56 
per cent of the total ■ 
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Takeover 
talk lifts 
S&N 

COMPANIES REPORT ~ 

By Joei Kflnzn, Candida 
Wliams and Martin Brice 


Takeover speculation drove 
healthcare group Smith & 
Nephew to the top of the 
FTSE 250 best performers 
list. The shares gained 10 or 
&25 per cent to ITOp. 

The talk was sparked by 
the news that US group 
Johnson & Johnson, one of 
the world's largest manufac- 
turers of healthcare products 
had agreed to buy orthopae- 
dic device maker DePuy for 
$3.5bn. 

Dealers said recent share 
price weakness in Smith & 
Nephew had left the stock 
vulnerable to potential pred- 
ators and there was a sug- 
gestion that the UK group 
could soon be a target for 
Johnson & Johnson. 

However, one analyst said: 
“S&N has long been seen as 
a target for Johnson & John- 
son but now that it has 
made another acquisition I 
can't see it going for Smith 
& Nephew.” 

Second-quarter figures 
that disappointed the market 
prompted a wave of profit 
downgrades in Smith Klin e 
Beecham, sending the shares 
sharply lows-. 

The UK pharmaceuticals 
group' reported second- 
quarter pre-tax profits of 


£362m, up from £347m a year 
earlier, but down from ana- 
lysts’ expectations of £370m 
to £380m. Analysts said the 
lower-than-forecast second- 
quarter figures stemmed 
from a worse- than-expected 
performance by Augmentin, 
its antibiotic compound, 
higher cash outflow, a larg- 
er-than- expected interest 
charge and a lower-than-ex- 
pected performance in the 
group's “international” 
operations. excluding 
Europe and North America. 

A sharp retreat in Smith- 
Klin e shares saw them dose 
32Vi lower at 745p. the worst 
performer in the FTSE 100 
with &£m dealt by the dose. 


Sally Bennett at Suther- 
lands now expected full-year 
profits to be around the 
£l_76bn mark. She remains 
positive on the stock and 
believes the outlook for the 
second half to be encourag- 
ing with the shares Hkely to 
be boosted by renewed bid 
speculation. 

Shares in the beverages 
giant Diageo slipped 24% to 
750p after Pernod-Rlcard 
announced that it would not 
renew its distribution 
accords with Diageo for the 
.Wild Turkey bourbon brand 
in Japan and the US. 

A McDonald's profit warn- 
ing, announced on Monday, 
was also cited as causing 
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investor unease towards 
Diageo, the owners of Burger 
King, However, one analyst 
believes yesterday’s fell "was 
exaggerated. Burger King 
represents only 9 per cent of 
Diageo's profits and the con- 
cern that other brand own- 
ers will follow Peraod’s lead 
seems unfounded as most 
brands Diageo distributes 
are also its own. 

EMC was off 11 at 969p as 
analysts were said to be eas- 
ing their forecasts down- 
wards following meetings 
with the company. 

The consensus forecast 
was around £329m for the 
year to December, and ana- 
lysts woe said to be slicing 
£20m-£25m from estimates. 

Stagecoach suffers 

Bus stocks remained in 
focus as investors digested 
details of. the government 
white paper on transport 
Meanwhile, results from 
Stagecoach saw the shares 
suffer one of the worst per- 
formances in the Footsie 
ami d profit-taking. The com- 
pany announced a pre-tax 
rise from £120m to £158m, in 
line with expectations, but 
the shares fell 54 to £13.80. 
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Analysts were said to be 
leaving their estimates for 
the year to next April 
largely unchanged at around 
£212m. The share price was 
said to have been affected by 
a large seller soon alter the 
results announcement, fol- 
lowed by smaller sell orders. 
Total volume was Llm 
traded. 

Bus companies generally 
were well supported after 
the white paper, with Metro- 
line rising 31V1 to 364%p. 

Rail track, which had seen 
some sellers on fears of 
tighter regulation stemming 
from the white paper, recov- 
ered its poise and gahiad 2 to 
£15.62. Its HTiTtnal meeting 
was told the company wel- 
comed changes to regulation 
proposed in the white paper. 

Misys continued to suffer 
ahead of results next week, 
with the stock off 133 at 
£33.37 on fears that some 
stocks in the information 
technology ind ex had 
become overbought. 

However, Dresdner Kleln- 

wort Benson’s FTSE 250 
team advised clients to buy 
the stock. Misys’ banking 
division was doing well; 
while its exposure to Asia 
was just 6 or 7 ' per cent iff 
banking revenue. 

Tour operator Airtours 
rallied strongly following the 
placing of a block of l&feh 
shares (around 4-5 per ermt 
of the company’s issued 
share capital) at a deeply dis- 
counted 430p a share. 

The placing was to help 
fund the £S0.7m acquisition 


go w -based tour operator 
with 25 per cent of the direct 
telephone booking market. 
Commenting on the placing, 
one specialist said: “Xt is not 
too difficult to place stock at 
such a big ffscount” 

The shares have fallen 
back from SOOp to around, 
the 450p mark in recent 
weeks on speculation about 
an im pending acquisition 
which many thought would 
be funded through a rights 

jggnp or plxw'ng The shnTf ii ffi 

closed 7V4 up at 450Vip. 

Tradepoint achieved one 
of the better performances in 
the market. The stock 
gained 26 per cent or 7 to 
33V»p as it moved to take 
advantage of a change in the 
hours of the London Stock 
Exch an g e. The company said 
it would offer a rebate to. 
customers who placed early 
orders for trading' stocks. 

Wessex bucks trend 

Among water stocks Wes- 
«w wmtinnyl txj move aboari 
and.bucked the market trend 
to add another TA to 50Gp as 
bid speculation, continued to 
circulate round the stock. . 

However, Angela Whelan 
at Credit Lyonnais Securities 
believes Wessex is unlikely 
to receive a Md ahead of the 
utilities pricing review: 
which begins in October. In 
a note on utilitiBs, she sug- 
gests “on a fundamental 
basis all water stocks are 
undervalued”. 

Sentiment in leading 
defence, companies was 
hdped by rekindled hopes of 
corisohdatioii in the Euro- 
pean aerospace industry. 
Among those to benefit was 
British Aerospace which 
was also helped by hopes ff 
increased orders for Airbus. 

It achieved one of the bet- . 
ter performances in the 
FTSE 100, rising 19% to 49lp, 
helped by CSFB reiterating 
its buy stance an the stock 
and saying It could increase 
its price target from 563p to 
643p if rumoured orders far 
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FINANCIAL TIMES ^ 


Caution prevails ahead of Greenspan speech 


WORLD OVERVIEW 


Many leading equity 
markets , in Asia and Europe 
found good reason to be cau- 
tious yesterday, writes 

Michael Morgen. 

Friday’s decision an a new 
prime minister for Japan 
continued to cast a cloud 
over much of Asia. Health 
minister Junichiro Koizumi 
seems to be emerging as the 
popular choice, while the 
veteran politician Seiroku 
Kajiyama scores well with 


the financial markets where 
he is viewed as a potentially 
mare radical reformer than 
his colleagues. 

Early in the European day, 
the bourses were focused on 
the US economy as the mar- 
kets awaited Federal 
Reserve chairman. Alan 
Greenspan’s Bumphrey- 
Hawkins testimony to Con- 
gress. In the event, Mr 
Greenspan put rather more 

emphasis than had been 
expected on inflationary 
risks and the possibility that 


the Fed might have to 
tighten monetary policy. 

The immediate result was 
a swift pullback on Wall 
Street, and a number of 
European bourses staged 
retreats from their best lev- 
els of the day. Zurich, how- 
ever, with an earlier dose 
than many Of Its neighbours, 
refused to be distracted and 
extended its record-setting 
run into another session. 

Meantime, conflicting mes- 
sages have been , reaching 
the markets. Ian Barnett, 


European strategist at FT 
Alex Brown, is at Us most 
bearish since 1994. He 
warned yesterday that the 
so-called Goldilocks scenario 
of steady economic growth 
and low inflation was losing 
credibility. It was, he said. 

time fior investors to get out 

of equities and into cash. 

After almost 38 months of 
a major European hull mar- 
ket. the Euro-bubble was 
looking fragile. Mr Harnett 
expected a correction of well 
over 10 per amt as p/e multi- 


ples contracted between oow 
and the end of the year with 
the German market looking 
particularly vulnerable. . . 

In Hew York, Barton 
Biggs, global strategist at 
Morgan Stanley Dean Witter,' 
is also bearish. He reckons 
that Asia’s economic trou- 
bles runthe risk of sparking 
a quick and violent drop in 
European and US stock, mar- 
kets, whose recent strong 
rises make them ripe Car a 
downturn. 

Conversely, GS First Bos- 


ton Is maintaining a bullish 
stance, believing that Euro- 
pean equities wjfl be driven 
up by lower interest rates, 
upward earnings revisions 
and diedining risk premi- 
ums. Franpois Langlade- 
Deinoyen, European strate- 
gist, expects the second half 
of the year to bring. positive 
returns of around 6 par cant 

Goar Europe on average, while 

peripheral stock markets: 
such as Portugal, Italy and 
Ireland could offer sfeuJfi-. 
canfly greater returns. V . 
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Dow slides 


Zurich record bucks trend 


as inflation 
fears return 


EUROPE 


AMBUCAS 


US equities bad a mixed 
morning as investors 
digested a wave of corporate 
earnings as well as com- 
ments by Alan Greenspan, 
chairman of the Federal 
Reserve, writes William 
Lewis in New York. 

By lunchtime the Dow 
Jones Industrial Average 
was down 32.70 at 9,263.06 
and the Standard & Poor’s 
500 index was off 4.17 at 
1,17933. The Nasdaq compos- 
ite index, which is beavfty 
weighted towards large tech- 
nology companies, was up 
937 at 2.024J2. 

Mr Greenspan told Con- 
gress that in spite of signs of 
a US economic slowdown 
and the continuing impact of 
the Asian financial crisis, he 
remains concerned about 
inflation. 

Merck, the pharmaceuti- 
cals group, was off $9 at 
$12914 after the company 
posted second-quarter earn- 
ings marginally below 
analysts' expectations. 

Merck's share price fall 
appeared to drag down other 
pharmaceutical stocks. 
American Home Products 
was off $2& at $50% In spite 
of reporting second-quarter 
earnings in line with 
analysts expectations. Bris- 
tol Myers was down $5ft at 
$120%. 

International Business 
Machines rose $7% at $128%, 
a gain of more than 6 per 
cent. Analysts at several 
investment banka boosted 
their IBM ratings, playing 
down flat second-quarter 
earnings released after 
market dosed on Monday. 

Tom Kraemer, analyst at 
Morgan Stanley Dean Witter, 
upgraded IBM to "strong 


buy" from “outperform” and 
raised Ins 12-manth price tar- 
get on the stock to $145 from 
$130. 

Lucent Technologies was 
up $3% at $105£ partly on 
news that it has been 
awarded two new contracts 
with Saudi Tetecommanica- 
tions, valued at $810m. 

Philip Morris rose at 
$40% on in-line earnings. 
Citibank and Chase Manhat- 
tan both reported earning s 
marginally above analysts' 
cTpurtflHnwi Citibank camo 
off $2& at $178% and Chase 

Manhat tan $% at $74%. 

TORONTO was higher at 
midsession, supported by 
better-than-expected earn- 
ings in stocks including 
Northern Telecom and 
Barrick Gold. 

Analysts noted that a 
nnmhar of blue-chip US and 
Canadian companies were 
scheduled to release quarter 
results on the so-called 
"Super Tuesday", the single 
busiest earning s reporting 
day of the year. 

The TSE-800 composite 
index was 42.74 higher at 
7,475.40 in volume of 25.7m 
shares. 

Eleven of the market’s 14 
sub-groups were higher in 
morning trade, led by the 
transportation sector in spite 
of a 40 cent fall to a low for 
the year of C$9.40 in Air 
Canada. 

The gold sector was weak 
despite better-than-expected 
second-quarter results from 
Barrick Gold, which pushed 
the share price up 15 cents 
to C$2735. 

Northern Telecom put on 
C$530 to C$9435 with inves- 
tors reassured by its second 
quarter results. Nortel 
acquired Bay Networks last 
month for $9.1bn. 


Sao Paulo trades higher 


SAO PAULO traded 
marginally higher foDowing 
Monday's profit-taking, with 
investors focused on the 
upcoming sale of Tetebrib. 
The Bovespa index rose 71, 
or 03 per cent, to 11412 in 
spite of Wall Street's fall. 

Telebrds, the market 
heavyweight, which will be 
privatised on July 29, rose 
RSO50 to R$14030. The cen- 
tral bank president yester- 
day said a timely privatisa- 
tion was more important 
t ha w the premium. 

Petrobrts gained RS131 to 
R327730 while Eletrobrfts 
added R$0.70 to R$42. 


MEXICO CITY edged 
lower in tandem with US 
shares. The IPC index fell 
639 to 439630. 

Telmex rose QJ5 pesos to 
2335 pesos ahead bf its post 
market second-quarter earn- 
ings announcement 
Light profit-taking sent 
BUENOS AIRES marginally 
lower. The Merval index 
retreated 1.06 to 63233 as 
investors sold blue chips and 
ha wiring shares. 

Unexpected reports that 
President Carlos Menem 
would not run for a third 
presidential term in 1999 had 
little impact on trading. 


Early gains in FRANKFURT 
melted away in late after- 
noon and the Xetra Dax 
index turned a session best 
of 632432 into an electronic 
dose of 6,184.10. down 139. 

Broker optimism in the 
wake of Monday's solid first 
half results got behin d soft- 
ware leader SAP which 
surged to DM1360 shortly 
after the opening belL 

Morgan Stanley Dean Wit- 
ter upgraded from neutral to 
outperform and Deutsche 
Morgan Grenfell reiterated 
its overweight recommenda- 
tion. The shares ended 
DM52.90 higher at DM1326. 

Other notable perfor- 
mances included Dresdner 
Bank, up DM3.70 at 
DM11035 an a renewed out- 
break of merger speculation, 
and Siemens which added 
DM530 at DM13830. 

BMW came off DM5830 at 
DM1,856.10. Linde lost 
PM32JOO to DM1300 after BT 
Alex Brown removed the 
stock from its European top 
15. 

PARIS foil back as the 
profit-takers homed in on 
the heavyweight motor 
stocks and on France Tele- 
com which tumbled 33 per 
cent The CAC 40 Index fin- 
ished with a loss of 4633 at 
43223R 

Renault came off FFriO to 
FFr353 and Peugeot lost 
FFr43 at FFr1397 as inves- 
tors pocketed same of their 
recent gains. France Tele- 
com, the day's biggest CAC 
40 casualty, retreated 
FFr183 to FFr3773. 

ST Microelectronics foil 
FFriO to FFr388 after Gold- 
man Sadis cut earnings esti- 
mates for 1988 by 12 per cent 
and downgraded the shares 
to market performer from 
market ofutperfoarmer. 

But the -broke- did have 
kinder words Cor Cap Gemini 
which rose FFrll to FFr975 
after Goldman Increased 
earnings estimates from 
FFr13.7 a share to FFr15 for 
this year. 

Dassault Systems jumped 
FFr1330 to FFr310 foDowing 
strong first half results. Club 
Med added FFr9 at FFr540 
after an upgrade from Salo- 
mon Smith Barney lifted 
earnings estimates. 

ZURICH saw farther 
strong interest in the 
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rallied Pta66toPtaS.485 as 
investors switched on* of 



recently neglected pharma- 
ceuticals sector which 
enabled the SMI to push fur- 
ther into uncharted terri- 
tory, 11J2 higher at 

another record of 8,412.0. 

Roche certificates, up 
SFrS25 on Monday, rose 
SFr4i5 to SFrl6,115 as It 
unveiled plans to sell its 84 
per cent stake in orthopae- 
dics group DePuy to JOhn-. 
son & Johnson for $23bn. 
Derivatives-related buying 
took Novartis up SFx21 to 

SFI2351. 

Gamut, which reported a 
1 per emit rise in first half 
sales, rose SFr5 to SFT962 
but Gbva eased 50 centimes 
toSFrtSe. 

Financials, which had seen 
strong demand recently, 
encountered profit-taking. 
UBS lost SFT15 to SFr638 
while Zurich, which rose 
SPr 1,190 on the back of a 
buy recommendation, fin- 
ished SFr5 bfghw cm the day 
at SFrlJLGO. 

AMSTERDAM moved 
lower with Philips remain- 
ing weak ahead of tomor- 
row’s results statement and 
Royal Dutch also duIL The 
AEX index ended off 540 at 
131038. 

Philips fell F1 5.10 to 
FI 173.50 for a two-day 
decline of 54 per emit as 
investors worries about 
tomorrow’s second quarter 
results mounted. Royal 
Dutch lost FI 230 at FI 10730 
and Akzo Nobel, hit by a 
bearish move by BT Alex 
Brown, shed FI 3.60 at 

FI 123.10. 

Among finanntelH , ABN 
Amro gave up 80 cents to 
FI 52 30 but Aegon, remained 
in demand, adding FI 830 or 
3.8 per emit to F1 223.40 
largely on folk of an imnu- 


Selling continues in Jo’burg 


SOUTH AFRICA 


Shares in Johannesburg foil 
across the board. 

The all share index ended 
off 473 at 7385.0 after a 
session marked by what 
brokers described as modest 
but determined selling. 


Industrials came off 22.7 at 
8,485.5 and financials lost 
1183 at 12302.2 Golds also 
had a bad day, slipping 18.1 
or L7 per cent at 1, 054.4. 

Foods newcomer Nimbus 
made a steady debut, ending 
at RIOS against a flotation 
price of RL00. 


Banks hit as Tokyo edges lower 


ASIA PACIFIC 


Trading was quiet In Tokyo 
as investors awaited further 
news about the race for the 
prime minister's post, writes 
Alexandra Harney. 

The resignation of Ryutaro 
Hashhnoto sent the market 
on a four-day winning streak 
last week on hopes that the 
next administration would 
tackle Japanese banks’ bad 
loan problems. 

The Nikkei 225 average 
closed 14.09 lower at 
16356.69 after a brief surge 
in early trading. During the 
day it moved between 
16,407.74 and 16.698.15. 
Declining shares topped 
advancers 597 to 515, with 
157 unchanged. 

■ Banks fell on growing con- 
cern that tfw* next adminis- 
tration's policy was .mealy to 
have a negative Impact on 
the financial sector in the 
short-term, analysts said. 

The Long Term Credit 
Bank, which is in merger 
talks with Sumitomo Trust 
and Banking, feU below Its 
face value of Y50. sliding to 
Y49 at me point The shares 
dosed down Y2 to Y5Q. The 
bank’s finances are cur- 
rently under investigation 
by the Financial Supervisory 


ihaBand 

'Bangkok SET late 



Agency, the government 
board appointed last month 
to review the Japanese 
financial sector’s credit situ- 
ation. 

Yasuda Trust and Bank- 
ing; the third most heavily 
traded share, faft Yil to YB4. 
Sumitomo Trust tumbled 
Y14 to Y495, the Bank of 
Tokyo Mitsubishi was down 
Y10 to Y1340, and Fuji Bank 
dipped Yll to Y58S. 

Electronics companies and 

motor groups extended 
recent gains. NEC was up 
Y27 to Y1.360, Nissan 
climbed Y9 to Y485 and 
Hitachi closed up Y5 to Y896. 

The Topix index of . first- 


section issues lost 0.78 to 
1377.17. Volume was a mod- 
erate 383m shares 

In Osaka, the 05B average 
fell 89.93 to finish at 
17379.79. 

SINGAPORE was sharply 
lower, led by heavy selling 
in Sfa p rnw* Press Holdings. 
The Straits Times industri- 
als index foil 3930 or 33 per 
cent to 136232, the lowest 
point of the day. 

Singapore Press Holdings 
lost 4 per cent, foiling 50 
cents to S$1130 as brokers 
cut their warning s estimates. 
Suae funds were reviewing 
their exposure to advertising 
and media stocks, whose 
earnings are closely linked 
to economic growth. 

Other blue chips were also 
weak with Singapore Trie* 
com down 6 cents to S$230 
and Singapore Airlines 
retreating 40 cents to S$630. 

Property shares, which 
have been hit by heavy sell- 
ing in recent days, foiled to 
see much activity. The prop- 
erty index feU L4 per cent, 
while City Developments 
dosed unchanged at SB30. 

BANGKOK ended lower 
following heavy selling in 
fits final 80 minutes of trad- 
ing. The banks came in for 
profit-taking ahead of the 


round of interim results due 
later this week and finance 
shares passed a very volatile 
session. The finance index 
turned a midseeston gain of 
almost 8 per cent into a final 
ben decline of 13 per cent 
The benchmark SET index 
ended off 10.40 or 33 per 
cent al 28731 Thai Farinas 
Ban k faP BtLCQ to Bt3530. 

TAIPEI moved lower in 
thin volume. The electronics 
sector shed 13 per cant and 
financials came off 13 per 
cent as concern about corpo- 
rate earnings mounted. 
Taiwan Semiconductor, 
which announced disap- 
pointing results on Monday; . 
shed T$3 to T$76, At the 
dose, the weighted index ] 
was down 98.47 at 734930. 

HONG KONG was lifted by ! 
deri vafi vee-Iinhed buying for 
HSBC Holdings In otherwise 
thin and listless trade. The 
Hang Seng index finished 
7130 better at 836435, off a 
high of 8361-67, in turnover 
of just HK$33bit 

Analysts suggested that 
demand for HSBC could 
have been spurred by news 
last week that Swiss asset 
manager Martin Ebnerte 
investment trust, BK Vision, 
had taken a 0.4 per cent. 




pent acquisition. 

Botowessanen jumped to 
FI 3330 on news of plans to 
sell its Bols Royal Distill- 
eries unit at "a substantial 
book profit”. The shares 
eventually closed 80 emits 
better at FI 3230. 

MADRID lost ground on 
profit taking as inflationary 
concerns In the US 
depressed share prices. The 
general index feu 10J2, or 
L2 per cent, to 935.10 an 
profit faiMwg - 

Banks led tbe decline. Pop- 
ular, which, repeated tower- 
than-expected results an 
Monday, lost PtafilO, or 4.7 
per cent, to Ptal23ao. BCH 
fen Pta80 to Pta5,750 while 
BBV dosed down PtafiS, or 
22 per cent, to Pta2360 in 
spite of comments by its 
chaimmp that first half 
earnings rose 28 per cent, in 
line with expectations. 

Rndaaa, the Utility g roup, 


MILAN lost ground in tan- 
dem with other European 
bourses and the Mbtel index 
Ml 200 to 25,746. ■ 

Telecom Italia was the 
most active issue of tbe day, 
rising L233 to L 13,790, A 
“ Stron g buy” recommenda- 
tion by BT- Alex Brown 
prompted active buying of 
the shares. 

Bank s financials ware ; 
weaker. Banna di Roma lost 
L101 to L4.140. Banca Oam- : 
mericato Bahama. Ml IASI to 
L 14362 and INA, the insurer, 
r et reat ed L91 to 13,738. 

wktjcimwi dosed almost 
flat in spite of Jitters over US 
Infla tion as strength in 
Nokia provided support for 

tbe be nchm ark. 

The HEX Index, row 3.08 to ■ 
5303.43. Nokia closed up 
FM23Q to FM481 ahead of its 
first half earning s report on 
Friday. Global enthusiasm 
for telecoms shares also 
helped the market Other 
electronics companies were 
also stronger with fitoteq up 
FM4.60 or more than 6 per 
cent to FM773JO. . 

Forestries lost ground an 
profit-taking following the 

EOT extension of its dead- 
line to rub on the meager 
between Rosa and Store of 
Sweden. UPM-Kymmene 
retreated F&U to FM14730. . 


The free fall on :the' 
Venezuelan stock market 
and fears of a : dntxeney 
devaluation were aUmdatod 
by lari week’s $23hn fiscal 
package. But is it tttfQffo to 
overcome, economic and 
political uncertainties?" -y . 

Tbe BBC benchmaric hub* 

surged 111 ptf; contain 
response to the govern- 
' mentis announ cement of tax 
refo r m and an totetifattopal 
bond offering that would 
help plug a budget deficit 
amounting to. 7 per cent of 
GDP as a result of a $5bn 
shortfall in oil revenues. ' 

At midsession yesterday, 
the index stood d SW# 

down 5L7 per cent In deSfr 

toms since tbe start of the 
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The announcement was 
.seal as a sign that the gov- 
flywwwwh fo serious about ffls- . 
cal discipline even in ah 
. election year. “It certainly 
alleviates concerns about an 
immediate devaluation,” 
says James Bairineau, Latin 
America analyst with Salo- 
mon Smith Barney in New 
York. “Rut it Is little more: 
than a Band-Aid holding the 
government aver until . 
December’s [presidential] 
ejections.” 

. The bolivar is estimated to 
be overvalued by at best SO 
per cent and canie .under, 
pressure In recent weeks 
over fiscal and political 
uncertainty. 

Questions remain. Over 
how much of ita rescue pack- 
. age the govenmtett wffl'be 
abb to push, through before 
November's , congressional 
atoctiops. ttstHl faces negoti- 
ations with parliament, 
which says it wifi tower the 
government’s ; proposed 
value-added tax. rate from 
IKS per cent to around 10 
percent 

Few analysts sear theppaat 
bfifty for a sustainable rally 
hi equities. '' ' . . 

prospeeb b piwb^qtiai cehr . 
cUdateHhgo Chafe the for. 
vase coop leader, who contin- 
ues to lead the polb by a 
wide margin. Though helms 


a^S^to appease foreign 
fcrrestors' hr recent" weeks, 
hb leftist rhetoric contin u es 
to 8eod.ridvera throtofo the 

business «v «w wiTin ti y . 




foreign: debt payments, 
review privatisation con- 
tracts, and stotdowncon- 
gress through a popular rrf- 
.arendmn. : 

fodeed. the market could 
be drawn down further by 
the racesshmary Impact of 
interest rates; Corporate 
lending -rates .have swung 
from deeply, negative last 
yeerto around 20 p® cant In 
real terms in recast weeks. 

“We have seen -a dramatic 
fall in^ consumption, first in 
durable goods and now even 
In foodstuffs, ” says Lute 
Enrique Ball, president of 
tira industry riuuhber, Con- 
industrie.: . 

Santander Investment, in 
a recent raeeerdi rqrart, 
expected “interest rates to 

remain ter cnnmt levels, 

white vobtfltty wtQ, increase 
■s te r pra s tfle ntlal elections 
approach**, 

E pa prices racovw and Mr 

CSbAvOT ip replaced by a more 

moderate candidate, there 

hbhM hw a fdgwtfframt iparkat 

recovwy, says, panto Lome, 

: head of ero^ginK markets at 
Goldman Sacha fo . New 
has very 

attractive values and is trad- 
ing cheaply compared to 
BrariL’?.- 
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EQUANTN.V is pleased toannounoe the listing of its 
New York Shares on the New York Stock Exchange 
trading under the symbol ENT. 


■ i _ i- ; . , 

I ; 


!**a*rti 


=»£>:. h /" '_ 7 ‘ '• 


EQUAIVT, a leading provider of seamless international data 
network services, operates the worlds largest commercial 
data network in a joint venture with SociStg Internationale 
de Titecomiwmkxitions ASronautiques, S.C. (SflA). The 
company, a single source for global desktop communications, 
provides manageddata network services, netwoik design 
and integration, equipment installation, maintenance and 
support services, and software development services. - 
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JJP. Morgan actsasagent bank for the EQUANTNew YorkShares. 
Btrmore information onEQUANTand other Nat? YorkShares ’ 
and American Depositary Receipts (ADRs), visitwww.adr.com, 
JR Morgan’s central source for timely worldwide ADR market 
intelligence and investor infonmtion. . 
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